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@ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
five men composing our Executive Educational Committee are responsible for [AS 
educational policies and activities. The sixteen Certified Public Accountants composing 
the IAS Faculty prepare text material, give consultation service, or grade exami- 
nation papers. Some give full time, other part time, to [AS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
neys, and educators, who counsel with the IAS Management, on request, about tech- 
nical accounting, educational, and business matters. 

The uniformly high caliber of these men is eloquent testimony to the quality of 
IAS training. 





EXECUTIVE EDUCATIONAL COMMITTEE 


GEORGE P. ELLIS Practicing Certified Public Accountant; Member of Faculty, International Accountants Society, Inc.; Former Presi- 
- dent, I/lmois Chamber of Commerce; Former President, American Society of Certified Public Accountants; Former 
President, Executives Club of Chicago. 
THOMAS W. LELAND Head, Department of Business and Accounting, Texas A. and M. College; Past President, American Accounting 
B.A., M.A., C.P.A. Association; Former Educations! Director, American Institute of Accountants; Past President, Texas Society of 
C.P.A.'s; Editor of ‘Contemporary Accounting. 
DEXTER S. KIMBALL Chairman, Board of Directors, International Accountants Society, Inc.; Dean Emeritus, College of Engineering, 
M.E., LL.D., D.Sc. Cornell University; Former President, American y of Mechanical Engineers; author of ‘Cost Finding, 
Industrial Economics,’ and other textbooks. 
LEE GALLOWAY Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former Chairman, Board of Direc 
B.Sc., Ph. D. tors, The Ronald Press Company; Former Director, Department of Management, New York University; author of 
Ofice Management’ and other textbooks. 
STEPHEN GHLMAN Educational Director, International Accountants Society, Inc.: author of * Accounting Concepts of Profit,’ “* Anal: 
B.Sc., C.P.A. yzing Financial Statements,” ‘Principles of Accounting What the Figures Mean,’ and numerous technical 
articles on accounting and allied subjects. 


FACULTY 


Stanley E. Beatty, C.P.A, C. W. Emshoff, C.P.A James W. Love, C.P.A G. E. Taylor, C.P.A 

Robert Dick, C.P.A Stephen Gilman, C.P._A Paul H. Moore, C.P.A J. G. Terry, C.P.A. 

Roy E. Duvall, C.P.A. Robert H. Gregory, C.P.A Frank H. Murray, C.P.A Horry H. Westphain, C.P.A 
George P. Ellis, C.P.A C. E. Hoglund, C.P.A Kenneth E. Oakley, C.P.A Earl R. White, C.P.A 

















{dditional information about this training will be sent to you in booklet form, on request 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Correspondence School Since 1903 
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CHICAGO 6, ILLINOIS 





If your insurance program has not had a complete 
analysis within the past two years, it is outdated 
today! 

Thus you need a thorough review of all your insurable 
hazards . . . immediately! And that is the first step in the 
Rollins Burdick Hunter Co. 5-Way Protection Program, a 
result of over 50 years’ experience in insurance counsel- 
ing. It offers you 


. Complete inspection and analysis of all the insurable 
hazards in your business by RBH engineers and insur- 
ance experts 

. Suggestion of an insurance program tailored to your 
needs that will give you the broadest available cover- 
age at lowest possible cost. 

. Establishment of administrative procedures that will min- 
imize your potential liabilities 

+ Periodic inspection of all your properties to help you 
control or eliminate loss exposures 

. Representation of your interest at all times in the settle- 
ment of losses 


Photo courtesy 
Bettmann Archive 


For full information, with no obligation to you, merely 
write Rollins Burdick Hunter Co. Do it now—next month 
may be too late. 


PENSION PLAN PROBLEMS? 


We've years of experience tailoring pen- 
sion plans to company needs, making them 
safe for employers and attractive to em- 
ployees. May we offer you the benefit of 
this wide experience? 





Rovtiws Burpicw Hunter Co, 
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Seattle 
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The heart of 
your business 


You can imagine what the con- 
dition of your business would 
be if all records of your Ac- 
counts Receivable should be 
destroyed. 

Fortunately, there is now 
available a special form of in- 
surance to protect you against 
loss through inability to col- 
lect your accounts should your 
records he stolen or destroyed. 
It is called Accounts Receiv- 
able Insurance, and was orig- 
inated by the Indemnity 
Insurance Company of North 
America. Its modest cost 
makes it possible for every 
businessman to enjoy its indis- 
pensable protection. 

Talk to an Agent of one of 
the North America Companies 
or to your own Broker. If you 
don't know the local North 
America Agent, write us, and 
we ll be glad to introduce you. 


INSURANCE COMPANY OF 


NORTH AMERICA 


COMPANIES, Phtladedphia 
insurance Company of North America 


indemnity Insurance Company of North America 
Philadelpma Fire and Marine insurance Company 
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AU REVOIR BUT NOT GOODBYE 
Editors, THE CONTROLLER: 


On being transferred from my duty as 
Comptroller of the Continental Air Com- 
mand, USAF, with station near New York 
City, to a different kind of work at the 
Armed Forces Staff College at Norfolk, 
Virginia, I want to tell you how much I 
appreciate the efforts of the Controllers 
Institute during the past three years in 
helping me with the new problems aris- 
ing from the introduction of Controller- 
ship into the Air Force 

Although my change of duties releases 
me from immediate concern with the 
specific functions of controllership, I 
shall maintain my contact and interest in 
the general subject through your excellent 
publication, THE CONTROLLER. 

I find the articles in this journal, and 
the books and pamphlets which it has 
brought to my attention, to be of the 
greatest inspiration and help in the ad- 
ministration and management of military 
enterprise. 

I take it that the word “business’’ orig 
inally meant “busy-ness.” I have found 
that the principles and doctrines which 
the leaders in nonmilitary fields have 
found valuable in increasing the efficiency 


and productivity of their ‘“busy-ness’’ are 
equally valid in military activities. 

It is for this reason that I have found 
THE CONTROLLER, as a journal, so help- 
ful and I am most grateful for Mr. Mitch- 
ell’s personal interest and the courte; 
and helpfulness of the staff at National 
Headquarters Office. 

R. C. CANDEE 

Brigadier General, USAF 
Armed Forces Staff College 
Norfolk, Virginia 


A 1938 REPRINT! 
Editors, THE CONTROLLER: 

We are preparing a new volume in our 
Reference Shelf series on the subject of 
“Congressional Investigation.” In connec- 
tion with this work, we would like to have 
your permission to quote all or part of the 
article by R. C. Patterson, Jr., entitled 
“Business Must Define Policies in Light of 
Public Interests,” which appeared in the 
October 1938 issue of THE CONTROLLER. 
It is understood that proper credit will be 
given. We shall appreciate your courtesy 
and cooperation. 

THE H. W. WiLtson COMPANY 
New York, N. Y. 
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DEVELOPING CONTROLLERS 
Editors, THE CONTROLLER: 

We would greatly appreciate your grant- 
ing us copyrignt permission to reproduce 
an article which appeared in the June 1950 
issue of THE CONTROLLER. The article 
was entitled “Developing Men for Con- 
trollership” by T. F. Bradshaw, and was 
in the form of a book review. 

The Management Division, Office of the 
Comptroller of the Army periodically 
send spackages of management materials 
to our field comptroller offices to assist 
them in their work. This article would be 
appropriate for inclusion in the packages 
and we believe it would be very valuable 
to them. 

CHARLES P. BROWN 

Lt. Colonel, GSC 

Executive, Management Division 
Office, Comptroller of the Army 


Editors, THE CONTROLLER: 

May we have permission to release to 
our top management group, a reprint of 
the article in your June 1950 issue entitled, 
“Developing Men for Controllership ?” 
This concerns the recently published book 
of that title by T. F. Bradshaw, Research 
Director of Controllership Foundation, 
Inc. 

S.O. 


Permission granted with pleasure. For 
those who wish the full text, on which our 
story was based, it is available at $3.25 from 
the publishers, Bureau of Business Research, 
Harvard Business School, Boston, Massa- 
chusetts. Members of the Controllers Insti- 
tute can obtain the volume at a discount of 
25 per cent. 


—The Editors 


“INTERESTING . . . APPLICABLE” 
Editors, THE CONTROLLER: 

. . . | have already found several arti 
cles that have been extremely interesting 
and information applicable in our opera 
tion. 

J. B. WILSON 
Secretary-Treasurer 

Standard Pipeprotection, Inc. 
St. Louis, Missouri 


WHAT DO YOU THINK? 
Editors, THE CONTROLLER: 

During the Annual Meeting of Con 
trollers Institute in Chicago recently, ref 
erence was made by someone that depre 
ciation is to be considered a return on in 
vestment. I do not recall just how this 
subject came up, but I made a note of it 
at the time intending to get some further 
light on this theory. It would interest me a 
great deal if someone could expand fur 
ther on this subject. 

Depreciation as a return of investment 
is, of course, an accepted concept. Thus, 
if an investment of $100,000 is made on 
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TABULATING , 
Why take a mental beating when work 
CALCULATING . hae Sh 4 Se genie, 
piles up and you find yourself in a jam! 
TYPING Whenever your staff is over-loaded, it’s a 


TEMPORARY simple matter to pick up the phone and 
OFFICE PERSONNEL ask for a helping hand at SrarisTICAL. 


This experienced organization has the 
personnel and facilities to handle your tabulating, calculating and 
statistical typing requirements. They can help you on a 
regular or emergency basis, in your office or theirs. 
If you haven’t already experienced the peace-of-mind 
that comes with this complete service, it will 
pay you to phone or write ak 
STATISTICAL today for details STAT | =F | CA L 
on these services as well as TABULATING COMPANY 


for temporary office personnel. Established 1933 
M. R. Notaro, President 
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a new building which will earn $10,000 
after allowing for depreciation of $5,000, 
if I understood the premise correctly, 
then under certain circumstances the en- 
tire $15,000 should be considered as a re- 
turn on investment in evaluating the de- 
sirability of making the initial investment 
in a new building ? 

You may want to publish it in the cor- 
respondence columns of THE CONTROL- 
LER to see what it will bring forth. 

HENRY KEYSERLING, 
Controller 

Plymouth Cordage Company 
North Plymouth, Mass. 


the editors to 


. . . AND ONE 


Were we uncompromising Gradgrinds 
we could point out that Thanksgiving was 
celebrated, originally, in October by our 
Pilgrim forebears. But we are content with 
its present place in our calendar and thank- 
ful that we do not face the prospect of 
ninety uninvited guests which strained the 
larder of the original feast.* 


* * * 


We're thankful for a more practical rea- 
son as well. We have been looking over the 
circulation figures of THE CONTROLLER 
and find that our subscription list is grow- 
ing at a steady rate 


Nothing but 
steady and most gratifying. Each month, 
THE CONTROLLER more new 
readers. The best part of this is that these 
readers join our roster of subscribers vol- 
untarily 

We have 


editions of 


spectacular of course 


reaches 


no extra-illustrated, de luxe 
How To Become President 
of Your Corporation” to | free of 
to new subscribers. We make no 


growth or 


give, 
charge, 
income 


promises of magi il 
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“FINE REVIEW” 
Editors, THE CONTROLLER: 

Thank you for the June issue of your 
publication listing a very fine review of 
“Basic Internal Auditing’’ by John B. 
Thurston. We find this review very nicely 
handled and are pleased to add this infor- 
mation to our files representing this book. 

R. H. SHULENBERGER 

Manager 

Trade Division 

International Textbook Company 
Scranton, Pennsylvania 


Os 


TO GROW ON 


enhanced prestige through reading THE 
CONTROLLER. 

While we believe THE CONTROLLER to 
be one of the best business tools of its kind 
we prefer to let its contents and the calibre 
of its authors speak for themselves. 

We think, too, that THE CONTROLLER 
is most useful to executives on the policy- 
making level; men concerned with major 
decisions, capable of interpreting and act- 
ing upon broad basic principles. 


a * * 


To a selected (and necessarily small) 
list of such executives THE CONTROLLER 
sends occasional announcements of articles 
appearing in current issues. The response 
to these announcements is heartening and 
is far above the average for most business 
publications. (So we're told.) 

When we instigated these announce- 
ments we had hoped for an acceptance that 
would give THE CONTROLLER a steady, 
month-by-month accretion of worth-whils 
new readers. 

The plan worked. It proved 
hoped it would—that 
recognize value when they see it. We hope 
that you, as readers, will take as much pride 
in this acceptance as we do. 


as we had 
yusiness executives 


* * of 


Not long ago we asked our readers ‘‘do 
you usually read THE CONTROLLER travel- 
ling to and from work?’ One respondent 
answered “I haven't yet tried this while 
driving my car!” 

We hope no one has 
imagine our embarrassment if a news item 
were headlined “Cars Crash As Driver 
Reads The Controller’! 


But we did appreciate the witty comment 


or will. You can 
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CONTROLLER AND TOP MANAGEMENT 
Editors, THE CONTROLLER: 

I am interested in finding material on 
how the controller can help top manage- 
ment, or as a corollary what the president 
or top management of a corporation 
should expect of a controller. Very likely 
you have published information and ar- 
ticles along this line. 

Z.P.M. 


Over the years THE CONTROLLER has 
published the following articles: 


“The Controller and Management” bj 
Rodney S. Durkee, June, 1941. 

"Increasing the Controller's Usefulness 
to Top Management” by Marvin Bower, 
March, 1945. 

“What Management Expects of the 
Controller” by Austin F. Flegel, Jr., Jan- 
uary, 1946. 

“What Management Expects from the 
Controller” by R. C. Cosgrove, March, 1946. 

“Two Bankers View the Controller’ by 
Major General John C. Persons and Frank 
E. Jerome, September, 1946. 

With the exception of the March, 1945 
issue our reserve copies of the numbers 
listed are completely exhausted. 


Further on this subject, the Control- 
lers Institute has published two pam- 
phlets: 

“The Place of the Controller's Office 
in the Business Organization” —a digest 
including a special section on top man- 
agement's views and Controllers’ Reports 
to Top Management.” 

These pamphlets can be obtained 
through National Headquarters of Con- 
trollers Institute, 1 East 42nd Street, Neu 
York 17, N. Y. Price: 50 cents each. 


Additional information on the subject 
appears in the symposium, “Comtroller- 
ship in Modern Management,” which was 
published, under the auspices of Con- 
trollership Foundation, Inc., by Richard 
D. Irwin, Chicago, Illinois. Price: $4.00 


TAX OF ANOTHER COLOR 
Editors, THE CONTROLLER: 

In your news item ‘Cornhuskers Have 
It Easy’ (p. 313, Scanning the Scene, July 
1950 issue), I notice you show the New 
Jersey per capita state tax at $40.90, al- 
most as low as Nebraska. 

I am enclosing a clipping from the 
Trenton Evening Times, dated July 5, 
1950, which shows the New Jersey per 
capita tax this year to be $76.45. 

Could it be that someone 
wrong tax figure for New Jersey ? 


gave the 


F.W.L. 


The quoted New Jersey per capita state 
tax may be explained by the simple differ- 
ence between state taxes and local property 
taxes. Our story dealt only with taxes col- 


lected by the state government 
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14,324 PLANT EQUIPMENT RECORDS 


Modern microfilm equipment built by Bell & Howell, 

and sold by Burroughs, is the finest obtainable. It 

reflects Bell & Howell’s acknowledged leadership in 

the field of precision instruments for fine photography. 

Find out how Burroughs microfilming can speed and 

simplify your record keeping. Give your Burroughs 8,596 CUSTOMER ORDER RECORDS 
office a call. Burroughs Adding Machine Company, 

Detroit 32, Michigan. 


WHEREVER THERE'S BUSINESS THERE'S Burroughs 





Give Thanks for Our Business Heritage 


As November comes around each year we prepare to give 
thanks for the blessings of health, happiness, prosperity and 
life in a free country. It’s a home and family function so to 
do. 

Perhaps we should give thanks at the office and in busi- 
ness. It's not too hard to be thankful when we look at the 
enormous heritage which we enjoy by reason of the work 
and thinking of those who have gone before us. The vast 
variety of productive machines, office equipment, methods 
of management, buildings, highways, railroads and public 
utilities which we must use in order to carry on business. 
They were developed and constructed by our business for- 
bears. 

It would be different if we had to start from scratch! 


It's Harder Work to Live in Britain 

Here are some figures recently compiled by the National 
Industrial Conference Board showing how long a British 
worker—and an American worker—with the same degrec 
of skill on the same kind of job must work in order to earn 
various consumer items: 


Hours OF WorRK 
London cost in hours 
as Yo of 
New York London New York cost in hour 
Bread, white, 1 lb 1 At 100 
Peas, canned, 20 oz 17 51 300 
Oranges, juice type, 1 Ib 07 32 457 
Tomato juice, 46 fl. oz .14 24 885 
Milk, 1 qt 14 32 228 
Butter, 1 lb 62 124 
Eggs, grade A, 1 doz 57 1.51 264 
Ice cream, 1 qt 58 2.27 391 


3.78 265 


Suit, blue serg« 7.76 
Shoes, men’s 6.12 16.43 


Shirt, men’s 2.07 6.41 


268 
309 
164 
123 
239 
499 
305 


0.81 73 
5S 6.57 


Mattress 
Sheet 
Iron 

Refrigerator 134.63 672.76 
Radio 20.81 63.57 


$.52 13.24 
These figures deserve a few observations. The effect of price- 
fixing and government interference in prices is evident at 
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several points. For example, price-fixing has kept the price 
of bread down relatively low in Britain whereas government 
support has pushed the price of butter relatively high in the 
United States. 

When it comes to an item like a refrigerator, the investi- 
gators had difficulty because only a three cubic foot capacity 
refrigerator is available in Great Britain for home consump- 
tion as compared to a six cubic foot capacity which is the 
normal home model in the U. S. 

In any case, these figures make good ammunition for any 
controller having occasion to talk to groups of employes, 
civic clubs, etc., and who wishes to demonstrate forcefully 
why this is still a good place to live. Productivity is the key 
to plenty. 


The Controller's Interest 
in Market Research 

When the production end of any manufacturing service, 
transportation or similar enterprise proposes an investment 
in a new plant or equipment, top management and the con- 
troller expect figures to show why the new investment will 
pay. 

Do they expect similarly complete and effective figures 
when the sales department proposes added selling expense 
to meet stiffer competition? Is there any way to estimate 
whether improvements in the product would be a cheaper 
way to recoup the market than added sales effort? 

As a part of this kind of analysis, top management and 
the controller should expect sales and operating departments 
to know what the customers really want—not what some 
members of management think they want. 

For example, do the railroads know whether the customers 
really insist on dining cars on all runs which span a meal 
hour? Would the traveling public be as well satisfied with 
an attractive tray lunch such as is served on the airlines? 
Would this lead to more customers if the losses now suf- 
fered on dining car service were turned into lower fares or 
better accommodations? A market researcher says the rail- 
roads don’t know. 

Speaking of travel, here’s another example: When you 
ride a modern long-distance coach train or a long-distance 
bus or an airline, the touch of a button allows you to adjust 
the angle of*the seat to suit your comfort. But among auto- 
mobile manufacturers—with one lonely exception—it has 
been decided that the public traveling in private cars must 
sit up at the angle which the manufacturer thinks is good for 
them. Do the automobile manufacturers know whether an 
adjustable back on the righthand back of the front seat or 
would yield more sales than the same 
amount of money spent in advertising? 


even on the rear seat 


The Worker’s Chains 


The communists have long circulated a slogan “the worker 
has nothing to lose but his chains.”’ It occurs to us that the 
U.S. is one place where the worker can even afford to lose 
his chains. If he lives in a cold climate he probably has a 
set of snow tires to use on his car in winter: In any case he 
can buy another set of chains pretty cheap. 

—WALTER MITCHELL, JR. 








You'Lt Nee A FeNSION Architec 


Trust Division in the planning of your pension 


LANNING an efficient pension, like planning an 
P efficient plant, requires a good architect. Such 
a pension architect will supply you with facts and 
figures on all types of pension plans and will dem- 
onstrate the effects on costs of various pension 
provisions. This advice and counsel based on years 
of pension experience will save you money and 
help you select a pension plan that fits YOUR busi- 
ness. Before you reach a decision, know the facts! 


We offer you the services of our Pension 


system. We shall be glad to estimate the cost of a 
pension plan for your company or to discuss with 
you any pension problem you may have. No 


obligation whatever. 


Write or call the City Bank Farmers Trust 
Company or The National City Bank of 
New York. Ask for our Pension Booklet Cr. 





We act as trustee under pension plans 
and as agent for individual trustees. 


CITY BANK FARMERS TRUST COMPANY 


CHARTERED 1822 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 
Affiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


ESTABLISHED 1812 


489 





1952 





ttt 


195 





953 


+4 

















per eetses sare 








HATH 


Ht 











Here’s real 
money-saving 
economy for the 
smaller business, too 


THIS LOW-COST UNDERWOOD SUNDSTRAND MODEL"A” ACCOUNTING MACHINE 
Does a complete all-round bookkeeping job 


Yes. .. You'll find that this machine keeps customers” 
accounts posted and balanced up-to-the-minute . . . 
it enables you to mail statements on the last day of 
every month... bills owed can be discounted with- 
out delay because accounts payable records are al- 
ways up-to-date... paychecks are made ready without 
overtime .. . and switching from one job to another 


takes but a few seconds. 


UNDERWOOD 
‘ore 


e 
Underwood Corporation 
Accounting Machines . .. Adding Machines . . . Typewriters 
Carbon Paper ... Ribbons 
One Park Avenue, New York 16, N. Y. 
Underwood Limited, Toronto |, Canada 


Sales and Service Everywhere 


Yes. .. All of these “big business” operating advan- 


tages are yours at low cost. 


Yes. . . Underwood Sundstrand is easy to operate. 
Because of its automatic simplicity, your present per- 
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The Outlook for Stock Dividends 


Kenneth L. Theffizs and Leonard D. Vidger 


“pe YEAR for the first time since the 
end of World War II, the dollar volume 
of business expenditures for new plant and 
equipment moved downward. In spite of 
the decline, however, the outlay for fixed 
assets both in dollars and in physical vol- 
ume was higher in 1949 than in any other 
year except 1948. Two aspects of this ex- 
pansion warrant review: first, the sources 
of funds; and second, the effect on corpo- 
rate financial policy of the changed meth- 
ods of obtaining funds. 


SOURCES OF FUNDS 


Great changes in the distribution of 
income have resulted because of World 
War II. Many persons received and con- 
tinue to receive more income than ever 
before ; others because of the great increase 
in income tax rates actually have less dis- 
posable income. The millions of persons 
who moved into higher income levels 
increased their personal savings durirtg 
the period 1942-1946, One might logi- 
cally expect that the postwar corporate 
expansion would be financed largely from 
this reservoir of savings. Actually such 
savers have not been important buyers of 
new issues of equity securities. Although 
business expanded, it did not expand 
through normal investment channels, but 
had recourse to another method of financ- 
ing—retained earnings. 

Corporate expansion from retained 
earnings is growth financed by existing 
investors, not by those who have moved 
into higher income levels and who have 
liquid savings. This fact is substaniiated 
in recent studies by the Federal Reserve 
Board and the Securities and Exchange 
Commission which show that in the last 
four years savers, in general, have shunned 
corporate stocks. 


THE POSITION OF THE STOCKHOLDER 


The fact that earnings are retained 
means an increase in the book value of 
each share of stock, ordinarily not an 
important factor to an investor in deter- 
mining the attractiveness of a stock. While 
earnings were being retained in a large 


degree, the stock market from October, 
1946 to the fall of 1949 was at depressed 
levels relative to both earnings and divi- 
dends. Even though the amount of corpo- 
rate cash dividends increased from $5.8 
billion to $8.4 billion during the period 
from 1946 through 1949, there was no 
general increase in stock prices; in fact, 
mid-1950 found the level of the stock 
market less than 10 per cent above the 
peak in 1946, 


USE OF STOCK DIVIDENDS 


Even with huge corporate earnings and 
the increase in the amount of dividends 
paid, many stockholders have not found 
the increase in the book value of their 
stocks a sufficiently gratifying return. 
Some corporations which have expanded 
by retained earnings have made use of the 
financial device used commonly in the 
1920's: the stock dividend. The number 
of corporations distributing such divi- 
dends has increased greatly from 1945 to 
1950. A tabulation of stock dividends 
issued by United States corporations whose 
stocks are listed or regularly quoted re- 


veals that 133 were distributed in 1946; 
128 in 1947; 165 in 1948; 152 in 1949, 
and 105 in the first half of 1950.1 

Stock dividends were used most fre- 
quently by petroleum companies, public 
utilities, textiles, steel companies, dis- 
tilleries, and financial institutions. Earn- 
ings retained by corporations usually find 
their way into new plant, equipment, 
inventories, or some other asset and are 
usually irrevocably retained by the cor- 
poration whether or not it issues stock 
dividends. Since most stockholders are 
fully aware of this fact, they are grateful 
recipients of additional shares even though 
they are aware that they gain nothing from 
stock dividends and that their fundamental 
position is unc hanged. 

To many investors stock dividends have 
a particular appeal. Investors like them 
because such dividends afford several 
alternatives for realizing directly or in- 
directly on their initial investment. The 
wealthy person who is a substantial stock- 
holder seeking the greatest return on his 


Data compiled from The Outlook, Standard 
and Poor's Corporation, 1947-1950. 


KENNETH L. TREFFTZS was 
one of the ten men chosen 
this fall from the twelfth fed- 
eral reserve district to observe 
at first hand the operations 
and the determination of poli- 
cies of the Federal Reserve 
Bank of San Francisco, the 
Federal Reserve Bank of New 
York, and the Board of Gov- 


ernors of the Federal Reserve 
System, Washington. 


MR. VIDGER 


MR. TREFFTZS 


Dr. Trefftzs has returned to Los Angeles, after serving for the last academic year 
as visiting professcr of finance at the University of Washington, to again head 
the department of finance of the University of Southern California. 

LEONARD D. VIDGER has been a member of the staff of the Bureau of Business 
Research at the University of Washington, where he received his M.B.A. in June 
1950. During World War Il he served in an accounting capacity in the Navy. 
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COMPARISON OF CORPORATE PLANT AND EQUIPMENT EXPENDITURES, 


RETAINED EARNINGS, AND NEW SECURITY ISSUES, 


1946-1949 
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SILLIOMS OF DOLLARS 





1946 19487 


Source: U.S. 


investment with income tax economy finds 
a stock dividend particularly attractive 
since the courts have held that a dividend 
is nontaxable which does not change 
proportionately a stockholder’s interest 
in a corporation. An increase in personal 
income tax rates would make these divi- 
dends even more attractive. 

Any subsequent disposition of the divi- 
dend shares is subject to a capital gains 
tax rather than the regular tax rate which 
is levied against a cash dividend. The cost 
assigned to such a nontaxable stock divi- 
dend is found by dividing the cost of the 
original shares by the sum of the number 
of parent shares and dividend shares. 
Inasmuch as the acquisition date of the 
parent shares is also used as the acquisi- 
tion date of the dividend shares, the latter 
shares frequently can be disposed of im- 
mediately, with all the advantages of the 
preferred tax treatment granted to long- 
term capital gains. Should the stockholder 
choose to hold his dividend shares, he need 
not report them as income, provided his 
proportional interest in the corporation 
remains unchanged. In making charitable 
gifts he may deduct their present market 
value within the limits prescribed for 
donations without paying the capital gains 
tax. 

The stockholder less interested in tax 
savings may still be pleased with stock 
dividends for he finds that his investment 
portfolio has increased in worth if he 
retains the dividend shares. A more or 
less automatic investment resulting from 
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Bureau of Foreign and Domestic Commerce. 


a reinvestment of the income earned on 
the parent shares takes place, this aug- 
mented increment in the form of addi- 
tional stock certificates giving evidence to 
a larger claim on the assets of the corpora- 
tion. An investor who holds the dividend 
shares may find that as a result of the 
increase in plant and equipment, achieved 
by the retention of earnings, corporate 
profits are enlarged. These enhanced prof- 
its may be followed by increased cash 
dividends on both parent and dividend 
shares. If, however, he should need cash, 
he may choose to sell some of the dividend 
shares. Inasmuch as stock dividends are 
concomitant with favorable economic con- 
ditions, the stockholder should experience 
no great loss from disposing of some of 
his dividends, since market prices are 
usually well maintained because stock 
dividends have a tendency to result in a 
wider distribution with greater price 
stability and activity. 


THE FUTURE OF STOCK DIVIDENDS 


In the light of the present international 
situation many corporations may need to 
expand their plant and equipment. If taxes 
are increased sufficiently to make it difh- 
cult to raise the funds in the traditional 
way, retained earnings may be used to meet 
the need. In some companies the demand 
for funds for the expansion of plant and 
equipment will tend to decrease. Although 
corporate earnings may show some decline, 
it is entirely possible that the number of 
stock dividends will increase. If a corpo- 


OCTOBER 1950 





492 


ration which has shown substantial in- 
crease in the book value of its stock in the 
past five years increases its cash dividends 
per share on the existing stock, the market 
price of its shares may increase. On the 
other hand, if the same corporation in- 
creases the number of shares through 
stock dividends but maintains the existing 
cash dividend rates on all shares, the 
annual dividend cost to the corporation 
may be the same. The management-stock- 
holder relationship, however, might be 
much better in the second case. The stock 
will tend to sell in the market at a lower 
price per share if the number of shares is 
increased, but it will probably sell at a 
price more nearly approximating its book 
value and on a lower yield basis if stock 
dividends are used. 

Corporations usually may safely issue 
stock dividends when the following con- 
ditions prevail: 


1, The corporation is enjoying exception- 
ally profitable operations; 

. Cash dividends paid are sufficiently be- 
low annual earnings to permit accumu- 
lation of surplus; 

. Earned surplus is not restricted by legal 
or contractual requirements; and 

. Authorized and unissued shares to rep- 
resent the dividend stock are available, 
or can readily be made available by 
amendment to the articles of incorpora- 
tion by a vote of the stockholders. 


If international developments foster 
inflation in this country, the general level 
of the stock market may rise. Under such 
conditions, if the tax structure continues to 
favor stock dividends, corporate manage- 
ment may well consider such distributions 
in the future. Even with heavier taxes, as 
a result of increased governmental ex- 
penditures, corporate earnings may rise. 
Some corporations which hesitate to in- 
crease cash dividends during such a period 
might find the issuance of stock dividends 
feasible. 

Those corporations which find further 
expansion unwarranted may now choose 
to retain a smaller portion of earnings. 
If tax rate increases are not excessive, many 
corporations can increase cash dividends 
even though earnings show some decline 
since last year corporate dividend pay- 
ments took only about 50 per cent of cor- 
porate earnings. Such an increase in cash 
dividends would probably lead to higher 
prices in the stock market. A higher level 
of the stock market would give added 
incentive to corporations to distribute 
stock dividends. Under present conditions, 
it appears that either the general level of 
the stock market must rise, the price of 
bonds fall, or the dividends paid on com- 
mon stocks decline, in order to have the 
yield on common stock reach a point at 
which it bears a more historic relationship 
to bond yields than it does at present. 





THE ESSENCE OF CONTROL 


What it is and who does it 


E. G. Fitzmaurice 


T A RECENT MANAGEMENT MEETING, 
A one of the general managers made 
two statements which appear to express 
the viewpoint of many other managers. 
The first was: 

“Based on my experience, we have too 
many controls and too little control.” 


The second statement was: 


“I am sure that . . . some of the re- 
ports we think of as controls . . . are of 
little or no value in pointing out practical 
ways to improve our operation.” 


This general manager was not talking 
exclusively about his own division ; he was 
talking about the entire concept of con- 
trol and what it means—or doesn’t mean 
—in a practical sense. 

I know that it is common practice to 
talk of control in terms of ‘‘things.’’ We 
talk of controlling inventories, expenses, 
yields, shrinkage, spoilage, shortages, 
quality, overhead, wages, and so forth. 
When we talk of these things that need to 
be controlled, we rarely, if ever, say who 
is responsible for controlling them or limit 
the extent of that person’s responsibility. 
This practice of being vague produces two 
results : 

1. Every year we prepare and distribute 
literally hundreds of reports, charts, 
analyses, interpretations, and explana- 
tions to dozens of people, supposing 
that some of these “things” will be 
controlled by somebody. 

. By doing this, we have no reasonable 
assurance that we are giving the right 
people the correct information they 
need about the right things. 


Only if we question the validity and 
usefulness of present “control systems,” I 
believe, can we find what we Aave as 
against what we think we have. Then it 
will be possible to find better ways of con- 
trolling what really needs to be controlled. 


THE FIRST STEP 


It is certainly important that we know 
as much as possible about administration, 
techniques of presenting information, and 
similar fundamentals. But as far as actual 


control is concerned, all this knowledge is 
useless unless it will satisfy specific, valid, 
recognized control needs. So perhaps we 
should concentrate first on identifying 
what needs to be controlled and who is re- 
sponsible for controlling. 

As we all know, determining the what 
and who of control is a vast and difficult 
project. We know the difficulties well— 
the problems concerned with knowledge, 
understanding, attitude, personality, time 
and many other factors. 

These problems confront anyone who 
tackles a project like control which con- 
cerns all the functions of a business and 
every person in it. As we spend much of 
our time promoting constructive change, 
we understand that these essentially hu- 
man considerations are of first importance. 
Let us appreciate their significance fully, 
but let’s not be overwhelmed by them. 

As to the relationship between control 
and delegation of responsibility, I believe: 
1. That delegation and control must al- 

ways be considered together; that to- 

gether with people, this is the impor- 
tant key to attaining effective control 
results ; 

. That most failures to control stem from 
failure to mesh delegation with proper 
responsibility in everyday operating 
practice ; 

. That complete clarity and understand- 
ing of this relationship of delegation 
and control must be present when con- 
sidering the tools of control if we are 


to have the right tools and use them ef- 
fectively. 


CONTROL DEFINED 


Let's examine the meaning of control so 
that we may have a true basis for relating it 
to delegation. 

There are many definitions of control. 
Personally, I like the one written about 50 
years ago by Henri Fayol, the French in- 
dustrialist. Even today, Fayol is probably 
quoted most frequently by the modern au- 
thorities of administration. Moreover, 
these modern authorities have rarely been 
able to do other than say in chapters what 
Fayol says in sentences. He says: 

‘The control of an undertaking consists 
of seeing that everything is being carried 
out in accordance with the plan which has 
been adopted, the orders which have been 
given, and the principles which have been 
laid down. Its object is to point out mis- 
takes in order that they may be rectified 
and prevented from occurring again.” 


His use of the word ‘‘mistake” was care- 
fully calculated. As we know, its use is 
confined to human beings. It means “an 
error in action, opinion or judgment; a 
misconception or misapprehension.” 

So control, like the other elements of ad- 
ministration, deals exclusively with peo- 
ple. It does not deal with inanimate ob- 
jects. When we talk of control, we are 
talking of reviewing and analyzing the 
performance of people. 


EDMUND F. FITZMAURICE is director of methods plan- 
ning, General Foods Corporation, New York. His business 
background includes experience in sales, production, ac- 
counting and administration. Before joining General Foods 
in 1945, he was associated with Wright Aeronautical Cor- 
poration, Burroughs Adding Machine Company and the 
Pratt and Whitney Division of United Aircraft Corporation. 
This paper was given in March at the General Foods Con- 
trollers Conference. (See THE CONTROLLER—May 1950— 
reporting the trend in company controller conferences.) 
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Now let's look briefly at the subject of 
delegation and its relationship to control. 
I think we might agree that despite the im- 
portance of functional specialization in 
big business, a man delegates responsibil- 
ity because he doesn’t have enough time to 
do all of the work himself. 

A simple example might be that of a 
man who is bottling an insecticide in his 
garage. In the beginning, this man work- 
ing alone could produce, sell, and deliver 
a certain amount of product every week. 
But the time comes when he can no longer 
handle all of these functions himself. So, 
deciding to continue to produce and de- 
liver the product personally, he hires a 
man to sell it. 

When he delegates the selling respon- 
sibility to his salesman, he teaches him 
what he should know about the product, 
about customers, prices, terms, delivery, 
etc. Then he sends him out to get orders 
and confines his own efforts to production 
and delivery. 

But how can he determine that the sales- 
man is doing his job effectively ? Or should 
he worry about that? Should he merely 
assume that since he has delegated respon- 
sibility to the salesman, the salesman will 
do a good job? Certainly not. He recog- 
nizes almost automatically that he must 
have some way of reviewing his salesman’s 
performance 

He can, of course, accompany the sales- 
man on his rounds, but that defeats the 
purpose of delegation, It does not provide 
him with time for production and delivery. 
So, quite sensibly, he watches the sales- 
means of control. In 
his cus- 


man’s orders as one 
addition, he occasionally visits 
tomers to judge their needs, their attitudes 
toward his salesman, and to determine how 
he is doing against competition. 

From a simple example such as this, we 
can draw an obvious conclusion: As long 
as aman is able to do all of the work bim- 
self, he is not concerned with controlling 
the performance of others. However, the 
moment he hires someone to help him, he 
must start some means of control. He must 
have some way to find out whether the 
work he has delegated is being done satis- 
factorily. The fact that he has delegated 
work does not relieve him of any part of 


his responsibility for effective execution. 


ON ON ON NN NN NN a ers 


CONTROL’S PLACE IN INDUSTRY 

You may be impatient with the simplic- 
ity of this example as we are interested in 
large enterprises. But because we live and 
work with the complexities of big busi- 
ness, too often perhaps we forget that the 
principles involved in this simplest of ex- 
amples are just as true in any business, re- 
gardless of size or nature. The only differ- 
ence is in the number of times responsibil- 
ity is re-delegated. 

Let's take a look at delegation in big 
business for just a moment. 

As we know, the owners of large busi- 
nesses are usually bodies of stockholders. 
Because of their numbers, their share in 
running the business is necessarily very 
small. The stockholders of a corporation 
make the first delegation of responsibility 
by providing for a board of directors and 
defining its duties. 

It is not expected, of course, that the 
board of directors will manage the busi- 
ness. Therefore, one of their first actions 
is to define the responsibilities of a chief 
operating executive and to select the man. 
This chief executive will have all the re- 
sponsibility for managing the business 
which was entrusted to the board of direc- 
tors, except that part which the board re- 
serves for itself. 

Considerations of time and specializa- 
tion will also demand that a large part of 
the chief executive's responsibility Pe dis- 
tributed. So beginning at the first stage 
with stockholders, the delegation process 
continues through successive stages of re- 
delegation until it creates tasks that one 
man can do alone. 


DELEGATED RESPONSIBILITY 
MUST BE CONTROLLED 

The chains of responsibility created in 
an enterprise have been compared to the 
trunk, branches, and leaves of a tree. The 
trunk stands for the primary source of re- 
sponsibility. The branches and smaller 
limbs are the successive stages of re-dele- 
gation. Each of the leaves is a final delega- 
tion of a task that can be performed by a 
single person. However, mere delegation 
of responsibility is not enough. If it is to 
mean anything, the person to whom it is 
delegated must accept the responsibility 
and be obliged for its performance. 


oe ~~ 


INDIVIDUALISM VS COLLECTIVISM 
The individualist thinks of millions of single human 
souls, each with a spark of divine genius, applied to the 
solution of his own problems. The collectivist planner re- 


gards these millions as material for social experiment or 


cannon fodder 


The individualist believes self-help to be twice-blest. Not 
only does it provide the help required, it also gives satis- 


faction in accomplishment 
—SIR ERNEST BENN, Jy 
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The person who delegates responsibility 
exchanges that responsibility for the obli- 
gation of his deputy. The delegation 
changes the form of his responsibility, but 
not its substance. He has given up part of 
his work and has received in exchange the 
obligation of his deputy to perform pre- 
cisely that part. By using his authority to 
exact performance of his deputy’s obliga- 
tion, he is in a position to give the same 
performance as if the acts were his own. 
He is able to see that results are satisfac- 
tory through review and analysis of his 
deputy’s performance. 

If a person who delegates responsibility 
does not control it, he is ignoring his own 
obligation to his boss. On the other hand, 
if he controls by duplicating a substantial 
portion of his deputy’s actions, he’s merely 
creating red tape and confusion and de- 
feating the purpose of delegation; that is, 
to relieve himself of work which he 
doesn’t have time to do. 

It goes almost without saying that to 
have effective relations between the man 
delegating responsibility and his deputy: 
1. Both parties must have the same under- 

standing of the nature and extent of 

the delegation. 

. Both must have the same understanding 
of the means of control that will be 
used, 

When we speak of controls, we fre- 
quently don’t recognize that the means of 
control are many and varied. Too often we 
assume that the principal control tools of 
business are reports, statistics and analyses 
which controllers prepare and distribute. 
Certainly these are important means of 
control, but they are only a small part of 
the total. 

For example, there is control by obser- 
vation. Stop and think! How many times 
and in how many places in your division or 
plant is observation used almost exclu- 
sively? Don't all of us frequently use it 
ourselves? There is also control by con- 
sultation—by holding a meeting to check 
progress. 

In fact, any means which enables one to 
review and analyze his deputy’s work is a 
means of control. Whatever the means 
may be, they are used every day at every 
level of delegation. If we want to find op- 
portunities for improving control, we 
must examine all of the principal control 
devices being used. 

Moreover, we must look at all levels of 
responsibility—not merely at the top. The 
final result of a business operation is no 
more than a reflection of the effectiveness 
of administration in all parts of the busi- 
ness. 


DELEGATION AND CONTROL 
ARE INSEPARABLE 
These facts apply equally well to the 
little insecticide bottler with his single 
delegation or to General Foods with its 
thousands of re-delegations. 
(Continued on page 496) 
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If we recognize that delegation and con- 
trol can’t be separated, where can we start 
determining what needs to be controlled ? 
The answer, of course, is that within an 
operating division we would start with 
the responsibilities of the general man- 
ager, the chief executive of that unit. We 
have to know, or find out, what his re- 
sponsibilities are. 

Some people have said that a general 
manager is completely responsible for 
everything in his division. We know this 
isn’t true. It cannot be true because the 
general manager's responsibilities—what- 
ever they may be-—are the last of a series 
of prior delegations. Everyone from the 
president on down has necessarily reserved 
some portion of each of the general man- 
ager’s responsibilities for himself. 

Let me try to illustrate this point by pos- 
ing a question: Does a general manager 
have complete responsibility for, or au- 
thority over, capital expenditures for his 
division? Can his responsibility be com- 
plete ? Should it be so? 

Consider a corporate program for ordi- 
nary and major capital expenditures. Re- 
call how these matters relate to long-range 
corporate ewe 2 new products, promo- 
tions, corporate financing, and cash ad- 


ministration. Consider the established 


parts played by the operating vice presi- 
dents, various corporate staff officers, and 
the president. We must inevitably con- 
clude that the responsibility and authority 


of a general manager for capital expendi- 
tures is restricted. 

A general manager may feel that his re- 
sponsibility and authority are adequate or 
inadequate, and this is an important con- 
sideration. However, it is even more im- 
portant to know: 








1. That the general manager has some re- 
— for capital expenditures 
an 

2. The nature and extent of that responsi- 
bility. 

The nature and extent of the general 
manager's responsibility must be known 
because: 

1. It determines the extent of his obliga- 
tion to the operating vice president. 

. It is the only practical basis for re-dele- 
gation to his ; page manager, his 
controller, and any other members of 
his staff to whom he may wish to dis- 
tribute parts of his responsibility for 
these matters. 

. It establishes the framework for execu- 
tion and control. 


It’s my belief that misleading generali- 
zation in matters of responsibility is the 
primary cause of confusion in control—it 
leads to high-cost administration in in- 
dustry. 

When we know the nature and extent of 
the general managet’s responsibility, we 
are able to determine the responsibilities 
of others in the division—department 
heads, their subordinates, and people all 
down the line in each area. 

As we have seen, control involves meas- 
uring the performance of people as they 
discharge their responsibilities. For this 
reason, I believe that control needs can be 
determined most easily and accurately 
along with a study of responsibilities. By 
reviewing responsibilities and control 
needs at the same time, we can properly 
appraise requirements and conditions. 
Otherwise, our understanding of control 
factors is bound to be based largely on as- 
sumption and theory. 


“We may need that in a hurry someday, Miss Bilk. 
Make one copy for every drawer in the file cabinet’’ 
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CONTROLS MUST BE KEPT UP-TO-DATE 


There is one other thing we should al- 
ways keep in mind: that even when a part 
of this analysis is completed, it will not 
remain complete very long. This is because 
delegation ies not remain static. As we 
all know, any supervisor delegates not 
only in the light of his own capacities, in- 
terests, and background, but also in the 
light of his assistants’ abilities. Since each 
supervisor has his own ideas of how best 
to judge his assistants’ performance, he 
has his own ways of controlling. So as su- 
pervisors move into new positions, they 
will alter and modify the delegations of 
their predecessors, change the methods of 
control to suit their own requirements. 
Sometimes these changes are minor ; some- 
times they are so basic that they make an 
employe who has been highly successful 
under the previous supervisor ineffective. 

Significant changes of this sort happen 
frequently. Unless they are taken into ac- 
count, any control system, however care- 
fully established, soon lags far behind the 
actions of management. If this happens, 
the control system may as well be scrapped 
entirely as it no longer helps management 
to manage better. 

You may or may not agree with my line 
of reasoning. If you do agree, surely you 
have at least two important reservations: 


1. Is it possible that benefits which ac- 
crue from an exhaustive examination of 
what we are can ever justify the effort ? 


You must be the judge of that. To me, 
the answer can only be ‘‘yes.” Moreover, 
unless we, as a company, are willing to put 
forth this major effort, we can never hope 
to have the kind of realism and complete- 
ness in our control that we require and for 
which we strive. 


2. What can a controller do about this 
anyway ? 


No controller should ever have author- 
ity to develop and install any control sys- 
tem in any area other than his own. How- 
ever, if controls need to be improved, the 
controller is the logical man to help the 
general manager organize the effort for 
constructive change. He cannot assist by 
increasing the number of historical re- 
ports or by becoming a more scientific 
bookkeeper. 

He will have the required stature not 
merely because his title is controller. He 
will have it because he is a sound, objec- 
tive, alert man—who is also the controller. 
This stature will have been born out of 
daily evidence of his unquestioned ability 
to plan, to organize, to coordinate, to di- 
rect, and to control. In other words, I 
firmly believe that any man who can prove 
his ability to administer need never worry 
about his opportunity to contribute to im- 
proving control or anything else. 


eS Ere Saito 





The head table at the Annual Meeting banquet on Tuesday evening featured officers and directors of the Institute for the 


present and forthcoming year. In the center foreground are gathered several of the past nati pr of the 


Imetifut, 





Balance in Domestic and Foreign Policies 
Stressed at Annual Meeting of Controllers 


was the theme of the Controllers Institute's 19th 
Annual Meeting—held September 17-20 at the 


“Balance” 
Edgewater Beach 
Hotel, Chicago—and the unifying concept wound like a golden 
thread through the warp and woof of the program. From the 
keynote speech on “The United States, Russia and the Balance 
of Power’ to the closing address “Weighed in 
and devoted to such problems as full employ- 


aptly entitled 
the Balance,” 
ment and the welfare state—the “Balance” slogan inspired the 
speakers and contributed substantially to what many commen- 
tators termed “‘the outstanding Annual Meeting of the Institute.” 

The event opened with a luncheon at which Charles Z. Meyer, 
comptroller of the First National Bank of Chicago and general 
chairman of the convention, called the assemblage to order and 
Vincent C. Ress, 
vice president and treasurer of Prentice-Hall, Inc. Mr. Ross then 
introduced his fellow New Yorker, Jackson Martindell, president 
of the American Institute of Management and author of The 
Scientific Appraisal of Management, who discussed the balance 


presented the new President of the Institute 


of power now forming between Russia and this country. 
“Russia and America are potentially, if not actually, in bal- 


ance,” Mr. Martindell declared. ‘‘We could stand this way for a 


long, long time—and so long as we stay in balance, armed con- 
flict between us will be postponed, inevitable though it may be 
in the end. The ordinary concepts of war between two great in- 
dustrial powers do not prevail as between America and Russia. 
Neither of us can annihilate the other, nor could either one 
permanently cripple the other. The resources of the United States 
are overwhelming in a war for defense. No fleet in the world 
could stage a vital landing on our shores: no air arm is great 
enough to invade us successfully from the skies. The same is true 
of Russia. Neither do the so-called ‘economic causes of war’ 
apply in this instance. There is none of the conventional bickering 
over markets and raw materials. If we do fight a war, it will have 
to be without thought of material advantage to either side, 


Wuy War THREATS? 
“Why, 


Because we are potentially in balance 


then, do we and the Russians posture and plan for war? 


and because balance, in 
have to thrust at each other 


the military sense, means that we 
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Official opening of the Annual Meeting was preceded 
by a reception for members and guests in 
the West Lounge of the Edgewater Beach Hotel on Sunday afternoon. 


As the photographer made this shot 
General Chairman C. Z. Meyer had just completed his introduction of 
newly elected President Vincent C. Ross of New York (right) 


The meeting of the National Board of Directors on Sunday afternoon 
drew a large attendance including chairmen of National Committees, 
members of the Advisory Council and representatives of local Controls 
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in order to retain our relative positions. We maintain this bal- 
ance only by expanding and developing: by growth to match the 
other's growth. Each has to test its opponent's willingness to 
fight, to find out how far it can go in ever-decreasing safety. 
This explains Korea and Greece, as it will future conflicts which 
will be thrust upon us. It also explains why we must keep our- 
selves invincible, and why we must, at the same time, cement our 
friendship with all the people of the world who do not side with 
the Russians. We must counteract and overcome Asia's present 
turn to Russia as the source of capital, of trained technicians and 
of a permanent and expanded business relationship.” 

We must squarely face the fact, the speaker warned, that the 
present struggle is between nations, not ism’s. “It is between 
geographic, political entities, not between capitalism and com- 
munism as such. The fact that Russia is communistic and we are 
not is relatively unimportant. What matters most is that our world 
is now engaged in a contest between conflicting powers.” 


FEDERAL BuDGET NEEDS 

At the ensuing session, devoted to “Government and Eco- 
nomic Balance,’ John K. Langum, vice president of the Federal 
Reserve Bank of Chicago, outlined the Federal government's 
budgetary requirements for fiscal year 1951, and predicted that 
any deficit in that period will be small, due to higher tax receipts 
arising from the present boom; to higher rates of taxation, and to 
some cuts in nondefense expenditures. 

“The current increase in the Federal budget on the economy,” 
he observed, however, ‘‘is understated by the increase in expendi- 
tures, because funds are now being obligated through letters of 
intent and contracts. Much greater defense expenditures lic 
ahead. There is need for a cash surplus to restrain the current in- 
crease in private expenditures. In formulating a tax program, 
consideration must be given to much more than the revenues 
raised alone. The impact on incentives and production, the ef- 
fects on actual consumption by the masses of the people, and the 
interrelationship with the price and wage structure must receive 
adequate attention. The strength of our economy is an essential 
component of our national security, and a sound fiscal position is 


of paramount importance in maintaining and increasing the 


strength of the American economy.” 

Government controls on business, particularly in the field of 
antitrust law enforcement and interpretation, are important facts 
in achieving economic balance, according to the second speaker 
at the session—John T. Chadwell, partner of Snyder, Chadwell 
and Fagerburg, attorneys of Chicago. ‘There was a time,” he 
pointed out, “when the government-business relationship was 
totally out of balance in favor of business. Today we have gone 
to the other extreme, and in many respects it is now totally out 
of balance against business. In good time we may be able to se- 
cure that balance between government and business which is 


necessary for the national welfare.” 


ROLE OF BiG BUSINESS 

The present government crusade against bigness in business is 
ill-directed, Mr. Chadwell warned, recalling how much big busi- 
ness contributed to victory in World War II. “The remarkable 
performance of industry during the last war,” he said, ‘“‘was made 
possible to a large extent by the efficient, large-scale production 
methods, organizing genius and know-how of big business. If we 





are to fight communism effectively, we should do so with our 
strongest weapons. If, as I believe, big business is one of the 
strongest weapons at our command, this is not the time to weaken 
it. Certainly it is not the time to destroy it. But the executive per- 
sonnel of big business must recognize—as I believe most of them 
do realize—that to a certain extent they hold a public trust. 

“We must also recognize that natural concomitants of big 
business are big unions and big governments. It is inconceivable 
that big business will be allowed to exist without big unions to 
protect the working man. In fact, someone has said that the chief 
reason why the government will not succeed in its apparent 
effort to destroy big business is because such a campaign, if 
carried to its logical conclusion, would endanger the big unions. 
A big national union represents the same sort of concentration of 
power that is represented by a big industrial concern. If the latter 
is too big, so is the big union. Thus, perhaps, in the big unions 
lies the first line of defense for big business.” 

George W. Schwarz, vice president and controller of the Wy- 
andotte Chemicals Corp., Wyandotte, Mich., presided. 

The Tuesday morning session was given over to a panel dis- 
cussion on “The Balance of Interests in the Disposition of 
Corporate Income,” at which Walter B. Gerould, secretary-con- 
troller of A. G. Spaiding & Bros., Inc., Chicopee, Mass., presided, 
and at which the moderator was Dr. Willard J. Graham, professor 
of accounting and director of the Executive Program at the School 
of Business, University of Chicago. 

O. Paul Decker, vice president in charge of investments, 
American National Bank & Trust Company of Chicago, out- 
lined the stockholders’ interest, while H. B. Arthur, economist 
and manager of the Commercial Research Department of Swift 
& Company, Chicago, discussed “The Price Level and the Cus- 
tomers’ Interest.’’ Carroll R. Daugherty, chairman of the Busi- 
ness Economics Department, Northwestern University, Evanston, 
Ill, spoke for “The Employes’ Interest—Wages and Benefits.” 


AMERICA’S DEFENSE 

One of the high spots of the program was the Tuesday lunch- 
eon, at which Lieut. General Leslie R. Groves, U. S. A. (Ret.), 
now vice president of Remington Rand, Inc., was the guest 
speaker, and K. Y. Siddall, retiring chairman of the Board of Di- 
rectors of the Institute and comptroller of The Procter & Gamble 
Company, Cincinnati, presided. Speaking on “A Balanced De- 
fense for America,” General Groves emphasized the importance 
of sound, economical administration to a balanced defense, and 
warned that it is “absolutely impossible within reasonable, eco- 
nomical limits, to be prepared to fight in Korea and Iran, or in 
Indo-China or Burma, and at the same time be prepared to defend 
Alaska and our country from sudden atomic bomb attacks over the 
North Pole area. There is a limit to the financial strength of the 
country.” 

Decentralization of industry is a fallacious refuge against 
atomic bombing, the speaker advised. ‘It would upset our entire 


economy,” he explained, “because true decentralization would 


mean a factory that builds, say, 100 automobiles a month, and that 
the factory built everything that went into these cars. They 
couldn't buy tires from the big tire plant. They couldn't buy any- 
thing outside that came from any one who supplied any appreci- 
able amount of the industry. Of course, that means an automobile 
would cost more than any of us could afford. 


d 





At the head table at the opening | y were: (I. to r.) 
President Carr; Board Chairman Siddall; General Chairman Meyer; 
Jackson R. Martindell, luncheon speaker; President-Elect Ross 

and Arthur Surkamp, General Chairman for the 1951 Annual Meeting. 


Clarence Randall, banquet specker, steps to 
the microphone following introduction by Institute President Carr, 
who is seated at Mr. Randall's left. 


Officers and directors of local Controls gathered on Sunday morning to 
discuss plans for the forthcoming year, under the chairmanship 
of Charles H. Yardley of Philadelphia. 
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Advanced planning for the observance of the Institute’s 

20th Anniversary, during the course of the 1950 Annual Meeting in 

Chicago, took place when this group gathered on Tuesday morning for a 
breakfast meeting under the chairmanship of K. Y. Siddall of Cincinnati. Seated 
ot Mr. Siddall’s right at the head of the table is Arthur L. Boschen, 

Vice Chairman of the 20th Anniversary committee. 


Chairmen and Vice Chairmen of Industry Conferences, held on Tuesday 
afternoon during the Annual Meeting, gathered on Monday to discuss final 
plans. Among those present when this photograph was taken were: 
First Row, (I. to r.) C. S. Webster, W. A. Neumann, L. J. Wallace, S. M. Steinko. 
Second Row: Kenneth W. Fraser, Wayne C. Marks, Ogden Ashley, Henry F. 
Chadeayne, Millard E. Price, L. T. Noel. 
Third Row, Leilyn M. Cox, Joseph B. Lanterman, Beauford W. Maxey, 
Charles B. Lunsford, Ralph Kennon, T. F. Mowle, Frank O. Grasshoff. 

Mr, Chadeayne served as General Chairman of the Industry Conferences 
and Mr. Ashley, who held the post of Vice Chairman, 
subsequently accepted the post of General Chairman of Industry 
Conferences for the 1951 Annual Meeting. 


Nearly 100 of the Institute's “official family” gathered on Sunday evening 
at this testimonial dinner for Institute President Carr. 
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“Decentralization is the opposite of mass production. I think 
it would destroy us in time of peace. It would make us ineffective 
in time of war. The strength of America, from the military stand- 
point, is our industrial strength and our ability to supply troops 
in the field with equipment, more equipment and new equipment, 
all the time. If we start to decentralize extremely, we're going to 
lose the most important element in our national defense.” 


SocIAL BALANCE 

Clarence B. Randall, president of the Inland Steel Company, 
Chicago, spoke on ‘‘Balance in the Realm of Social Ideas’ at the 
Annual Banquet, at which Wm. Herbert Carr, retiring president 
of the Institute and vice president and treasurer of the California 
Packing Corporation, San Francisco, presided. Contrasting the 
$100 a year per man employed which the steel industry spends 
on research into metals and products with the 1214 cents per man 
per year his company spends on medical research, Mr. Randall 
said, “I don’t suppose that the steel industry actually spends a 
full dollar per man per year on all phases of industrial hygiene 
and medical research. It seems to me that that is a blind spot. 

“But carry that thought further in studying balance in the area 
of social ideas. We know a great deal, in steel, about the grain 
structure of metal. We know what happens to the grain structure 
of steel under great pressure and under heat. On the other hand, 
we know practically nothing, about the grain structure, so to 
speak, of the working forces in our plant; very little about what 
happens to the grain structure of a group of workers under pres- 
sure and under heat. 

“We run tremendous machines at high speeds. It is very im- 
portant that the lubricant be right, and one of the great research 
problems of the petroleum industry is to study our needs and ad- 
vise us about lubricants. Wouldn’t you think we would under- 
stand that if the lubrication of friction in machines is important, 
it would be equally important to understand the causes of fric- 
tion among human beings? Should we not be conducting re- 
search into what is the lubricant which will cause men to work 
better with one another? We must study and inquire into the 
problems of the relationship of man to man with the same in- 
sight and the same courage that we have brought to the machine. 
We have had unbalance as between physical problems and spirit- 
ual problems in industry.” 

Balance is also needed in the realm of education, the speaker 
pointed out, expressing his opinion that professors who do not 
sincerely believe in free enterprise should be balanced on the 
faculty by those who do, as opposed to dismissing or silencing in- 
dustry’s critics. “I have no objection,’’ Mr. Randall said, ‘for 
professors to teach Keynesianism, price-control, fiscal manipula- 
tions and all of those doctrines with which I hold deep-seated dif- 
ferences. The difficulty with our universities, however, is that 
those who hold these doctrines with such zeal are not balanced by 
others who hold the opposite viewpoint, and who possess equal 
zeal and intelligence. 

“There are still some companies which follow the mid-Vic- 
torian legal theory that it is not proper for them as management 
to have viewpoints on social questions, and not proper for them 
to use their stockholders’ money in any way to alleviate social 
problems,”’ Mr. Randall continued. “We in industry, by mass pro- 
duction, have created a social problem. It will engulf our nation 
if it is not met. I think it is our job to spend our stockholders’ 





money and create leadership for the solution of social questions. 
I think it is not only just as important; I think it is more im- 
portant than technological advance at this time in our nation’s 
history. It is the job of every thoughtful industrial leader in this 
country to set an example by establishing in his own mind a 
thoughtful social philosophy and then doing something about it.” 


CONTROLLERSHIP’§ CONTRIBUTIONS 

The morning of the third day—Wednesday, September 20-— 
was devoted to “Balance in Business Management,” at which 
C. C. Jarchow, president of American Steel Foundries, Chicago, 
spoke on “The Contribution of Controllership,”’ and Frank D. 
Newbury, retired director, vice president and economist of the 
Westinghouse Electric Corporation, Pittsburgh, discussed “The 
Economic Consequences of the Korean War.” The chairman was 
Victor C. Seiter, controller of Citizens Gas & Coke Utility, In- 
dianapolis. 

“The controller, more than many other executives, is exposed 
to all phases of the business,” Mr. Jarchow observed, “and he 
must get to know as much as he can about them all. This con- 
tinual contact with other divisions give’ the controller a distinct 
advantage, but it is necessary for him to capitalize on this ad- 
vantage through sharing his knowledge and experience with other 
members of management. This must be done in a manner that will 
assist in the evaluation of the problems facing the business, and 
in the development of policy that will contribute to the desired 
end of improving the company and its business. 

“The balance of controllership in business management re- 
quires that the controller and his assistants supply information 
such as the following: (1) accurate facts as to the financial 
status of the business; (2) full information on profit and loss 
results; costs and expenses of operations and related informa- 
tion covering past periods; (3) estimates of the effect on profits 
and on the financial position of the company of plans proposed 
for the future having to do with sales, price changes, rates of op- 
erations, labor and salary policy, inventory policy, property ad- 
ditions, etc.; (4) effect of contemplated plans on taxes, and (5) 
general financial information about competitors or companies in 


related industries.” 


CONTROLLING INFLATION 

Mr. Newbury argued for control of price inflation at its source, 
by reducing the production of nonessential things and nones- 
sential services, and by reducing the need for new credit—both 
government and private—to finance essential production. ‘'The 
best solution of price inflation,” said the author of Business 
Forecasting (Controllership Foundation, Inc., 1950), “‘is the con- 
trol of new investment expenditures and the control of total 
credit. Under the conditions of major wars these controls have 
never been enough. Credit has been used in a major way and price 
inflation has resulted. But under the limited demands of the 
Korean situation, control of unnecessary investment and the 
limited use of new credits should be able to prevent serious in- 
flation—at least during 1950 and 1951. 

“Those who have advocated the immediate imposition of all- 
out wage and price controls have put the emphasis on limiting the 
consequences of bad policy. Controls attempt to prevent the con- 
sequences of an economic disease. They do not touch the sources 
of the trouble. Controls tend to perpetuate the conditions they 


are designed to correct. They only postpone the day of reckon- 
ing. Price and wage controls should be the last resort, to be used 
only after all methods available to reduce the real cause of infla- 
tion have been exhausted.” 


JoBs FoR ALL—By FIAT 

The convention closed with a luncheon session at which Mr. 
Meyer presided, and at which Stuart Armour, economic adviser 
to the president of The Steel Company of Canada, Ltd., spoke on 
the consequences of “Full Employment by Fiat.’ Pointing out 
that we entered the present war, not from a depression level, but 
from an inflation level, the speaker asked, “Can the demands of 
war be met without greatly curtailing many of the governmental 
services which we have come to regard as essential ?” 

“We certainly can choose,” Mr. Armour declared, “whether or 
not we want a policy of Full Employment by government fiat. 
But if our choice is affirmative, then, it seems to me, we inevitably 
choose a policy of inflation, since Full Employment by state ac- 
tion is bound to be inflationary. 

“Practically all the policies being pursued by Anglo-Saxon 
governments today—such as cheap money, deficit financing, wel- 
fare transfer payments, price supports or subsidies, minimum 
wages without reference to productivity—are inflationary. They 
have the effect of destroying the quality of our money. Is not this 
exactly what Marx and Lenin hoped and planned for, and what 
Stalin and his collaborators have consistently worked for? It is 
hard to imagine anything more suicidal for those who still profess 
a belief in human freedom than the continued pursuit of such 
policies. It is terrifying to see the extent to which we are willing, 
through following inflationary policies, to play into Russia's 
hands. It is equally annoying to think that this playing into the 
hands of our enemy is done in the name of social welfare.” 

As in prior years, one afternoon of the convention was given 
over to Industry Conferences. There were 16 such concurrent 
meetings at the Chicago gathering, under the general chairman- 
ship of Henry F. Chadeayne, comptroller of the General American 
Life Insurance Company, St. Louis. While many of these group 
sessions followed the panel method, or were in the form of gen- 
eral discussions, a number of papers of broad interest to control- 


lers in other industries were presented. 


All photographs by OSCAR and Associates, Chicago. 


Gull texts of the papers delivered at the 19th Annual 
Meeting of Controllers Institute have been assembled in the 
1950 series of pamphlets under the following titles: 

Check 


h 
hoes 


BALANCE IN REALM OF SOCIAL IDEAS 
REALM OF PENSION PLANNING 
REALM OF NATIONAL DEFENSE 


CONTRIBUTIONS OF CONTROLLERSHIP 


THE 
BALANCE IN THI 
BALANCE IN THE 
THI 

Members of Controllers Institute will receive one copy of 
each title free. Non-members or those members wishing addt- 
tional copies may order them from Controllers Institute, One 

East 42nd Street, New York 17, N. Y., at 50 cents for a single 

copy or $1.75 for set of four ordered at one time. Remittance 

with order is requested. (Add 2% sales tax if New York City 
order) 
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CONTROLLERSHIP FOUNDATION’S LATEST LONG-TERM STUDY— 


Centralization vs Decentralization: 


Which 4 Better Within the Controller's Realm? 


LONG-TERM research project to deter- 
mine and weigh the consequences of 
centralization or decentralization of ac- 
counting and control on the part of corpo- 
rations has been approved by the trustees 
of Controllership Foundation, Inc., re- 
search arm of the Controllers Institute. 
The study will be conducted for the Foun- 
dation by the School of Industrial Admin- 
istration, Carnegie Institute of Technol- 
ogy, Pittsburgh, and is scheduled for com- 
pletion in December, 1951. : 

According to E. W. Burbott, vice chair- 
man of the A. B. Dick Company, Chicago, 
and president of the Foundation, the proj- 
ect arose out of the interest of controllers 
in obtaining further knowledge about the 
probable effects of centralizing or decen- 
tralizing their departments. 

“The findings,” he said, “should be of 
practical help to companies and their con- 
trollers. The aim of the study is to develop 
criteria which will aid management in de- 
ciding to what degree, under what circum- 
stances, and at what organizational levels, 
accounting and control functions should 
be centralized or decentralized. It will be 
focussed on one comparatively concrete, 
practical problem area centralization ver- 
sus decentralization within the controller’s 
department.” 


THE ADVISORY PANEL 


Preliminary work on the project was 
conducted by an advisory panel of mem- 
bers of the Pittsburgh Control of Control- 
lers Institute. The same individuals have 
now been appointed by the Foundation to 
guide the project to completion. They in- 
clude: FRANK B. CLIFFE, treasurer and 
compiroller of the H. J. Heinz Company ; 
Water H. Dupka, vice president and 
controller, Jones & Laughlin Steel Corp. ; 
R. Eart Gray, assistant treasurer, Kop- 
pers Company, Inc.; JAMES E. HIRLEMAN, 
assistant comptroller and assistant treas- 
urer, Pittsburgh Coke & Chemical Co.; 
A. H. LEMMON, ‘assistant comptroller, 
Gulf Oil Corporation, Pittsburgh; M. G, 
MILLER, assistant controller, West Penn 
Power Company, and E. H. THORSTEIN- 
SON, vice president and controller, Na- 
tional Supply Company, all of Pittsburgh. 


THE CONTROLLER 


THE CONSEQUENCES DISCUSSED 


The possible consequences of centraliz- 
ing or decentralizing, the Foundation of- 
ficial observed, appear to fall under three 
major heads—economy, effectiveness and 
personnel development. ‘‘One method of 
organization may be more economical than 
the other,” Mr. Burbott said. ‘For exam- 
ple, it may be possible to economize on 
clerical staff through centralization of ac- 
counting work. One aim of the project will 
be to assess the size and importance of such 
economies under different organizational 
arrangements. 

“As to effectiveness, one method of or- 
ganization may lead to more effective top 
management control than another, or to 
better service by the data-gathering and 
data-analyzing units to the operating ex- 
ecutives at the departmental level. Chang- 
ing from a centralized to a decentralized 
scheme, or vice versa, may alter the scope 
and effectiveness of the controller's de- 
partment. It might also change the prob- 
lems on which the department provides 
assistance to the operating units. 

“A change in organization may have 
important long-range consequences on the 
development of executive personnel,” Mr. 
Burbott continued. ‘For example, it may 
expose members of the controller's staff to 
a wider range of experience, improving 
their contact with operating and top man- 
agement problems. It might give them 
more supervisory experience. Organiza- 
tional changes might also alter career lines 
and increase or diminish the interchanging 
of staff between the controller's organiza- 
tion and other units.”’ 

The advisory panel's report emphasized 
that the centralization or decentralization 
of control functions cannot be considered 
apart from the centralization or decen- 
tralization of executive functions in the 
organization as a whole. The report made 
plain that ‘in an organization which dele- 
gates broad discretion to operating depart- 
ment managers, the consequences of cen- 
tralizing or decentralizing the control- 
ler's operations may be quite different 
from those in an organization where the 
department managers operate under close 
central supervision. Attention must there- 
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fore be given in the project to the over-all 
organizational pattern of the particular 
company studied; to the location of im- 
portant decision-making responsibilities, 
and to the type and extent of supervision 
over departmental and branch-plant man- 
agers. 


THE SCOPE OF THE STUDY 


Four major aspects of the centralization 
vs. decentralization problem affecting ac- 
counting and controls will be investigated 
by the researchers: 


1. The organization levels at which rec- 
ords are located; 


. The organization levels at which re- 
porting functions are performed; 


. Relations between the controller, plant 
—or department—manager and plant 
accountant; and 


4. The dependence of the controller's or- 
ganizational arrangements upon the 
company operation structure, 


OPERATING LEVELS 


As an example of the first major aspect, 
records for the control of materials placed 
into production might be located at the 
operating level where they are used, or 
else the records might be kept by a central 
control unit which receives its information 
from the operating units. This gives rise 
to such questions as: 


What records should be maintained in 
the individual operating departments and 
branch plants, and what records in th 
central controller's office? 


For the records which are decentralized, 
how should the necessary amount of unt- 
formity im classification and accounting 
treatment be maintained ? 


If records are centralized, how can the 
accuracy and reliability of the basic ac- 
counting documents be assured? 


If decentralized, how can they be au- 
dited or test-checked for accuracy? 

What is the effect of permitting dupli 
cation of records at more than one level, 
and how can consistency between them hi 
maintained ? 





Does the use of certain types of account- 
ing machines encourage centralization or 
decentralization of record-keeping? 


Various problems are encountered in re- 
gard to the organizational levels at which 
reporting functions are performed, the rec- 
ommendations pointed out. For example, 
the report observes a branch-plant man- 
ager may rely on a plant accounting man- 
ager for a report on the profitability of 
certain lines. On the other hand, such re- 
ports may be prepared by the controller's 
central organization. In another typical in- 
stance, the balance sheet for each branch 
plant may be prepared by the plant ac- 
counting unit, or else all balance sheets 
may wpe eri gpere in the controller's depart- 
ment of the central organization. 


ASPECTS OF CENTRALIZATION 

When reporting is centralized—the re- 
search will be directed to determine: 

W hat steps can be taken to see that ade- 
quate reporting service is provided to de- 
partmental and branch-plant managers? 

What steps can be taken to see that in- 
formation is reported in form that is re- 
lated to specific departmental needs? 


Is information reported back to branch- 
plants and departments with sufficient 
peed? 

When forecasting functions—budget 
forecasts—are centralized : 

How can the information available at 
the departmental or branch-plant level be 
brought into the forecasting process? 


ASPECTS OF DECENTRALIZATION 
When reporting is decentralized: 
W hat steps can be taken to see that re- 
ports will adequately serve the control and 
policy requirements of top management ¢ 


What steps to see that reports are at ail- 
able promptly in the central office? 

As to relations between the controller 
and the plant or department manager and 
plant accountant, questions like the fol- 
lowing will be covered in the survey: 

W hat is the effect upon a decentralized 
control organization of requirements by 
the central controller's department for uni- 
formity in records and reports? 

If the plant manager is to have res pon- 
ibility over the plant accountant, to wu hat 
extent can the controller exercise authority 
ver the latter? 

Conversely, if the controller is to have 
responsibility over the plant accountant, te 
what extent can the plant manager exercise 
authority over him? 

What effect does the daily association 
between the plant accountant and the plant 
manager have on their relation to the cen- 
ral organization? 

W hat effect does the background, train- 
ing and experience of the plant accountant 


have on his relations with the plant man- 
ager and controller? 

W hat effect does the location of respon- 
sibility for the plant accountant’s promo- 
tional op portunities have on these relation- 
ships? 

The prospectus cited three instances in- 
volving dependence of the controller's or- 
ganizational arrangements upon company 
organization structure. ''A company,” he 
said, ‘‘may operate a number of district 
sales offices which require some informa- 
tion available locally to help the sales man- 
ager in his daily operations—as well as 
provide customer information—but the 
company may wish to maintain a strong 
centralized controllership organization. A 
plant manager located away from the com- 
pany offices may have complete autonomy 
for the operation of the plant, and may re- 
port directly to the president, while the 
controller's organization is centralized. In 
a third case, the time-study department 
may have responsibility for setting stand- 
ard times, while the controller's depart- 
ment has responsibility for setting stand- 
ard costs.” 

Questions arising from such situations 
would include the following: 

How far down the organization can the 
controller parallel the structure of other 
departments without creating an unwieldy 
structure? 


What will be the effect if the control- 
ler's department centralizes its functions 
and the other departments are decentral- 
ized, or vice versa? 


To what extent, and in what situations, 
are regular written reports more useful or 
less useful than other methods of com- 
munication? 


How does centralization or decentraliza- 
tion of other control departments, such as 
the time-study department, affect the feasi- 
bility of decentralizing the controller's op 
erations 7 


THE RESEARCH STAFF 


The Carnegie Institute staff which will 
delve into such questions will be super- 
vised by Professor H. A. Simon, head of 
the Department of Industrial Management 
at Carnegie. The ensuing report will be 
republished by the Controllership Foun- 
dation, with copies available to libraries 
and the general public, as well as to Foun- 
dation contributors and Controllers Insti 
tute members. 


Controllership Foundation recently is 
sued a research report on "Providing Fact: 
and Figures for Collective Bargaining 
and is currently preparing another on the 
“Uses and Limitations of Business Con 
sultants,” publication of which is sched 
uled for December, 1950 or January, 1951 
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Watch Walsh-Healey! 

A review, by the Department of Labor, of prevailing 
minimum wages based on the Walsh-Healey (Public Con- 
tract) Act of 1936 may prove more significant to industry 
than the Fair Labor Standards Act Amendments of 1949, 
according to Dr. Herbert R. Northrup, Labor Economist of 
the National Industrial Conference Board, who recently de- 
veloped an analysis of the implications of the Walsh-Healey 
Act. Such a move, Dr. Northrup declares, is already under 
way in more than eighty industries, according to the Secretary 
of Labor, Maurice J. Tobin. 

Minimums under this infrequently discussed Walsh- 
Healey law can be as high as the Secretary finds ‘‘prevail- 
ing,” it is stated, and they may be higher than the Congress- 
set FLSA minimum of 75 cents. In fact, they are already 
higher than 75 cents in eight industries (See Table), and 
any firm in these industries wishing to secure a Federal Gov- 
ernment contract of $10,000 or more must pay the higher 
minimum, says Dr. Northrup. If it chooses otherwise, it can 
do without the contract. 

Perhaps the most significant aspect of the Walsh-Healey 
law is the complete latitude granted to the Secretary of Labor 
in setting minimums. So long as the Secretary publishes his 
determinations prior to the letting of a contract, it is stated, 
his findings are final and conclusive. And, unlike the pro- 
visions of the FLSA, Congress has not seen fit to set a ceiling 
on Walsh-Healey wage floors. The result in some industries 
has been a union-Walsh-Healey wage see-saw. As wages go 
up, so does the Walsh-Healey floor, which in turn tends to 
bolster union demands for higher wages. And that, in turn, 
leads to higher wage floors as industries are resurveyed, Dr. 
Northrup declares. 


WaALSH-HEALFY MINIMUMS ARE HIGHER THAN 
75 CENTS IN THESE INDUSTRIES 
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Reorganization Profits 


Let's pause a moment to examine the progress under the 
Hoover Commission's reorganization proposals. 

As a result of the Military Unification Act of 1949, to cite 
one instance, 5 million listings in seventeen separate cata- 
loguing systems have been cut in half—and the job contin- 
ues. Previously the three Services had maintained twenty-five 
or more stock numbers for certain items. Today 5,000 differ- 
ent listings of wrenches have been reduced to 330. 

World War II visitors to Washington, who will recall the 
complexity of calling different telephone numbers to get 
different military offices, will be interested to learn that since 
early October of this year a single switchboard serves the 
Pentagon Building and all other major military installations 
reducing by approximately two minutes daily the “tele- 
phone”’ time of 50,000 persons. 

The Citizens Committee for the Hoover Report also 
observes that a unified printing plant serves Army, Navy and 
Air Force—and charges them at cost. One military official 
about to order 1,000 copies of a document, reduced the order 
to 50 when he learned the price—six dollars each. He 
wouldn't have known the price before. 

Continuing . . . . by budgetary scrutiny, the cost of 
military housing in Bermuda was cut from $28,000 to 
$18,000 a unit. . . . By eliminating unnecessary reports 
1,259,488 manhours of work per year have been saved. 

Small things in themselves, perhaps, these are symbols of 
big gains. 


High Cost of Dispersion 

Disperse .. . . decentralize .... those are the 
words of advice frequently heard in these atom bomb-con- 
scious days. But what is involved in those words? 

According to one student of the subject, New York City 
is “the most vulnerable target in the country for atomic 
attack. It would require ten years and many millions of 
dollars to disperse business offices which are concentrated 
within eight square miles of a total of 400 square miles 
within the city limits.” 

The New York City problem contrasts with President 
Truman's recent request for $140 million to start dispersal 
of government offices in the District of Columbia. 


Take a Bow, Controllers! 

Discussing the current state of the American economy in 
its August, 1950 issue, Fortune stated: 

“U. S. business management knows its business better 
than it ever did before. It has seen just about everything in 
the last twenty years, and has profited from the experience. 
The long-term programming of research, product diversifi- 
cation, and capital investment by literally thousands of 
strong corporations, no two of them poised at precisely the 
same point in their private business cycles, is a strong 
balancing influence. Business has improved its own intelli- 
gence services, one evidence being the increasing importance 
of the controller's office in the modern corporation.” 

Thanks, Fortune! 

—PAauL HAASE 
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ABOUT THE BOOK 


MANAGEMENT PLANNING AND CONTROL* 
is a definitive attempt to bridge the gaps between eco- 
nomics, management, and accounting on a practical 
plane. The position of the author, and the viewpoint of 
his book, may be stated in his own words: 


Because it is misconceived, is misdirected, and at- 
tempts the impossible, traditional cost accounting is 
overelaborate, inadequate, and misleading. With the 
tradition wrecked, and the ground cleared for a new 
structure, we turn to an analysis of what such a struc- 
ture should be. How should cost records be kept to 
provide the variety and detail of data needed by man- 
agement as a basis for effective planning and control? 


Even though one may not be willing to accept this view- 
point without some reservations, it is impossible to es- 
cape the practical validity of the author's conclusions. 


The book is disturbing and critical in a constructive 
way; it literally bristles with real and pertinent examples 
gleaned from twenty years of practical as well as aca- 
demic effort toward clarifying the real relations between 
accounting and the uses made of it. 

Some of the illustrative material has been carried over 
into the digest, and an honest attempt has been made to 
preserve the author's position and mode of expression. 
Whether you agree with him or not, you will find the 
ideas presented in this volume by Professor Goetz both 
stimulating and practical. 
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MANAGEMENT PLANNING 
AND CONTROL 


by B. E. Goetz 


Chapter 1 Nature and Scope of Problem 


APID ADAPTATION to new and everchanging 
conditions is the basic requirement of successful 
business today. At the same time, the scale and inflexi- 
bility of modern enterprise make experimentation diff- 
cult and expensive; the consequences of error are prodi- 
giously magnified. Prevention must replace remedy. 
Management must know more facts and know these facts 
more precisely. Managerial accounting attempts to pro- 
vide management with the data for the coordinated plan- 
ning and control of enterprise operations. 


Chapter 2 Objectives of Managerial Accounting 

The principal legal and financial objectives of tradi- 
tional accounting include the apportionment of equities, 
tax administration and conformity with government 
regulation. Other objectives of traditional accounting are 
to provide evidence in court actions, to supply informa- 
tion to aid in mergers, reorganizations or sales of equi- 
ties, to marshal data for credit purposes, and to provide 
facts and figures for collective bargaining and for public 
relations. 

Those parties most concerned with the ways in which 
the legal-financial objectives of accounting are met— 
banks, government and tax agencies, as well as profes- 
sional accountants—have had little knowledge of, or 
sympathy with management and engineering. Theirs 
was essentially a clerical approach, a paper discipline of 
business documents, ledgers and trial balances. Legal as- 
pects of the traditional accounting objectives lent a rev- 
erence for precedent, proof, and formal single-value 
rules. The need of external groups for objective, verifi- 
able financial data, and the power of such groups to com- 
pel the submission of such data produced the traditional 
double-entry system preoccupied with the conventional 
balance sheet and income statement. Classification be- 
came conventional, and valuation a mere record of his- 
torical events. 

By contrast, the changing environment in which man- 
agement operates and the varying issues that are raised 
make managerial accounting serve many purposes, which 
traditional double-entry bookkeeping cannot encompass. 
The past retains significance in management only as an 
index to the future, and historical figures must give way 
to current and market values. Since management is itself 


4 


the only user of data developed by managerial account- 
ing, the need for verification and rigid conventions dis- 
appears. Managerial judgment becomes the major de- 
terminant of classifications and valuations. 

With a view toward maximizing economic efficiency, 
management makes plans and it seeks to force subse- 
quent operations to conform to these plans. It needs 
data to enable comparisons among alternate plans; it also 
needs data reporting current operations, so that those op- 
erations may be compared with plans to reveal devia- 
tions, and to bring about swift, economical managerial 
investigation and remedy of undesirable conditions. 
These data it is the task of managerial accounting to 


supply. 


Chapter 3 Premises of Managerial Accounting 


Because of the premium placed on objective, verifiable 
data, traditional accounting looks to the past for its 
values, and original cost is the major (or even the sole) 
basis for evaluating assets and expenses. Classification of 
data follows an object basis. Physical objects are divided 
in the course of enterprise operations, and traditional ac- 
counting seeks objective, verifiable values for the frag- 
ments. Usually this is done in strict arithmetic propor- 
tion. Carrying on these techniques of division through 
the entire production process (traditional cost account- 
ing) involves a succession of arbitrary physical bases to 
provide distributions of cost. The use of historical data 
and values, object classifications, and arithmetic propor- 
tionality, all stem from a need for data upon which par- 
ties of opposing interests can agree. 

Managerial accounting, on the other hand, seeks an- 
swers to pragmatic questions: "What are the data to be 
used for?” What is being attempted?” “Why do this in- 
stead of something else?”’ Solutions to problems are 
viewed as valid only within a specific frame of reference 
detailing purpose and situations. Historical valuations 
and object classifications retain validity only insofar as 
they help to forecast the results of various proposals. 

For planning purposes, the primary classification of 
data depends upon the nature of the programs under 
consideration. For control purposes, primary classifica- 
tion depends upon the organizational pattern of respon- 
sibility. Valuation in managerial accounting depends 
upon purpose and is likely to substitute present-replace- 
ment and “opportunity” costs for original costs. 
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The relevant questions are: “How much more will 
this program cost than that one?” “What can be gotten 
for this, if it is no longer needed for its present pur- 
pose?” 

The emphasis is on the present and future, never on 
the past; on the more or less, never the average; on the 
purposes and methods of management, never on ab- 
stract, single-valued ‘‘truth.”’ 


Chapter 4 Planning Problems of Management 


Managerial planning begins with the discovery of a 
problem or a difficulty. This discovery may arise by acci- 
dent, by analysis of trends, by deviation of performance 
from plans (the exception principle), or by systematic 
managerial audit. Each problem is defined in terms of 
two or more alternate programs of future conduct. The 
range and variety of such programs or plans are de- 
scribed under the following headings: 

1. Policies. These are sometimes imbedded in the 
corporate charter or by-laws. Such issues as choice of 
an industry, the scale of operations, the number and 
qualifications of directors, are illustrations. But others 
may be subjects of annual stockholders meetings: pen- 
sion and profit sharing plans, and major financing op- 
erations. Other policies made by the board of directors 
tend to be company wide in scope: the addition of new 
lines of product or the discontinuance of old ones, se- 
lection of the level of market activity in terms of geo- 
gtaphic coverage and the level of competition, with 
concomitant issues of product specifications and 
quality, marketing methods and channels of distribu- 
tion, price policies and credit terms. Policies of this 
sort may also set the company’s attitude as to aggres- 
siveness, initiative and expansion. Closely related are 
policies as to financing plans and the disposition of 
earnings. 

Within the frame imposed by general management 

or the board of directors, all departments formulate 
more specific policies. 
2. Organization. This is the second aspect of man- 
agerial planning; it is the plan for division of labor. It 
involves departmentalization for the advantages of 
specialization, and coordination to keep activities 
sharply focussed on enterprise objectives. Activities 
may be grouped by various means; to economize in 
personnel, to economize in time, to train for promo- 
tion, to secure coordination, to provide checks and 
balances, or to promote experimentation. These 
groupings raise questions of authority relationships 
and coordination to be secured by various means. The 
compromises of organization make it something less 
than perfect, and something more than a science; it is 
the art of getting the best out of what is available. 

3. Procedures. These comprise a class of managerial 

planning that seeks to avoid the chaos of random ac- 

tivity by implementing the broader plans with defi- 
nite acts in definite sequence. The fact that procedures 
must exist in order to get things done, does not avoid 


questions of revelance: “Does the procedure do a use- 
ful job?” “Is it worth what it costs?” 

Clerks and minor supervisors may try to build pres- 
tige and security by devising obscure rituals; pro- 
cedures may become obsolete, yet not discontinued; 
they may be merely traditional or copied from other 
enterprises without being useful; procedures may be 
needlessly duplicated because of a desire for secrecy, 
or through ignorance, or because of a desire for pro- 
tection against errors or schemes of others. At times 
paperwork is overelaborated. 

Inventory records, for instance, seldom require ex- 

tensions and dollar values for every item of stock; 
physical-unit balances can be priced and extended 
whenever financial statements are prepared. 
4. Designs, resources, and methods. Policies, organi- 
zation, and procedures are relatively permanent plans 
of action. They must be supplemented daily by de- 
tailed decisions, most of which are virtually automatic 
applications of the general plans to specific situations. 
But the general plans sometimes allow a degree of 
latitude in making the applications, and some prob- 
lems arise that were not anticipated. Specific decisions 
must then be made with regard to aspects of design, 
choice of processes and selection of productive re- 
sources. 


Chapter 5 Physical Standards: the Building Blocks 
of Managerial Planning and Control 


Managerial plans are constructed of elements that are 
largely interchangeable among plans. These elements 
are physical standards: hours of operating time per piece 
for an operation, feet of bar stock per unit of product, 
pounds of coal per kilowatt hour, and a host of others. 
These standards are qualitative as well as quantitative; 
they may specify tolerances as well as dimensions, the 
grade of labor skill as well as the hours of time, chemical 
composition as well as quantity of materials or output. 
The most basic of these standards tends to arise from 
experience through counting or measuring situations 
and their attendant effects. 

The formulation of managerial plans involves analysis 
of the rival programs that represent possible solutions to 
a preblem. This analysis is accomplished by expressing 
these rival programs in terms of physical standards; then 
the physical standards are translated into financial terms, 
so that the different programs may be synthesized and 
compared. 

The processes of managerial control involve the use of 
these same physical standards either in their physical 
terms, or in terms of their financial counterparts. How- 
ever, for control purposes, the standards are regrouped 
in such a way as to express the responsibility of the indi- 
viduals charged with executing the various parts of the 
plan. 

The physical standards are thus seen to be building 
blocks of management both for planning and control 


purposes. 
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W hat are the basic physical standards? 

Few basic physical standards originate in accounting 
or cost departments. A centralized research function, or- 
ganized in a department charged with the promotion and 
investigation of understanding and knowledge concern- 
ing the enterprise, will tend to originate standards for 
various aspects of operations. The use of statistical analy- 
ses, methods studies, and the interpretation of detailed 
records will yield much in the way of basic materials for 
the establishment of standards. If research is decentral- 
ized, the basic physical standards will be established by 
engineering, methods, sales, or personnel departments. 
Often there is cooperation between departments, as 
when the methods department approves an engineering 
design from the viewpoint of procedural efficiency, 
while the sales department approves from the side of 
customer appeal or distributive economy. Wherever and 
however the standards originate, they are accepted by 
cost and control departments for incorporation in the 
records. A summary of some typical standards and their 
sources follows: 

Market research division—number and location of 
prospective customers, market preferences as to product 
design, comparative effectiveness of advertising appeals 
and media, or the relations between prospective sales 
volumes and selling expenses. 

Distribution activities—lists of prospects analyzed 
according to types of products and sales potentials; pro- 
motional achievement measured in terms of percentage 
of inquiries received, leads uncovered or orders ob- 
tained; distribution of orders among the firm's product 
lines, prices and margins; physical standard of deliveries 
made, number of errors, customer complaints, and the 
like, 

Purchasing and manufacturing divisions—quality 
control standards, material specifications, the details of 
operations to be performed, the standards of finish, and 
performance—colors, smoothness, hardness, toughness 
and strength. 

Service divisions—(such as maintenance, lubrication, 
repairs, or personnel management) job evaluations, pro- 
motion, transfer, attendance and accident rates, and dis- 
ciplinary standards. 

Planning departmenits—sizes of inventories relative 
to shipments, percentage of idle time to total available 
hours, number and duration of shutdowns or interrup- 
tions, output standards, degree and kind of sampling 
procedures to be applied, percentage of defects to be con- 
trolled and the like. 

Standards of achievernent of the sort just described 
should be paralleled by standards of physical and pe- 
cuniary cost. Standards of real cost may be classified, as 
in cost accounting, under the headings of materials, la- 
bor, and burden. In addition, there are standards of in- 
vestment, both for current assets (especially receivables 
and inventories) and for fixed assets. 

All these represent the elements that are classified and 
sorted into managerial plans; these are the basis for man- 


agement to police operations at the source. The evalua- 
tion and uses of these building blocks are presented in 
following chapters. 


Chapter 6 Increments and Opportunities 

The growing frequency of dividing costs into fixed 
and variable components may show the beginning of an 
awakening to economic and managerial problems. But 
thus far even this development has been damned by a 
philosophy of absolutism, a “‘single-truth’” assumption 
that a division between fixed and variable components 
can be found that is true under all conditions for all pur- 
poses. This is not valid; the division between fixed and 
variable costs shifts with the span of anticipation. All 
costs are fixed if the time contemplated is short enough; 
all costs are variable if enough time is allowed. 


Cost Accounting Fallacies—Materials 

Traditional cost procedures for direct costs rest on the 
assumption that financial costs are parallel or propor- 
tional to physical and temporal aspects of operations. In 
many situations this assumption may be mischievously 
false. 

Whatever may be true for income tax or war contracts, 
materials are often from the management viewpoint 
mere “‘sunk-costs.” A firebrick manufacturer who has- 
tened to acquire sources of clay ahead of its competitors 
found afterwards that it held sufficient clay for all rea- 
sonable needs over the next 300 years. With such redun- 
dant raw material, any use of the material which will pay 
more than the cost of digging, processing and selling is 
economically justified, so long as it does not spoil the 
market. The purchase price of the clay has no significance 
for planning purposes; nor should management incur 
costs to avoid waste of such a resource. 

Unbalanced inventories may set up the same situation, 
particularly when they may cover requirements for years 
in advance. In the face of impending obsolescence, such 
items should be figured at opportunity cost, which may 
be only scrap value. Parts for discontinued models may 
be now made only in special short runs, and the planning 
cost may be greatly in excess of original cost of items ac- 
tually on hand. But if the inventory is so large that no 
further production of such parts is anticipated, “replace- 
ment”’ cost is no more useful for planning than historical 
cost; rather, in such case the planning cost is resale or 
even scrap value. Sales prices may have no relevance to 
planning costs in such instances in view of the restricted 
market situation. 


Cost Accounting Fallacies—Labor 

Idle personnel or idle time may make labor costs fixed. 
A product with an annual sales volume of $100,000 is 
produced by two employes. Employment of part-time 
help is difficult, and variations in work load make it un- 
desirable, and each man is kept on the pay roll for a 40 
hour week. Production could rise 50% or fall 25% with- 
out enabling a change in present personnel; further, one 
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of the men is a qualified chemist, the other a laborer. 
Here, labor is substantially a fixed cost. This company 
serves a New York outlet at cost of materials plus 10 per 
cent; if volume rises from present levels a choice may 
have to be made between adding another laborer and 
discontinuing the New York business. Labor cost in this 
situation deserves no attention from management until 
the increased volume is in sight. 


Cost Accounting Fallacies—Overhead 

Depreciation on original costs is likely to be irrelevant 
for many managerial decisions, especially those having 
to do with expansion, contraction or replacement. Book 
value of presently owned equipment is irretrievable; 
resale value is the basis for depreciation in situations in- 
volving expansion, contraction or replacement. 

Burden rates offer difficulties for managerial planning 
and control; departments perform various grades of 
work, and hours have different values from a maximum 
at peak load to a minimum of zero during holiday shut- 
downs. Jobs that might be transferred ought to be fig- 
ured at the out-of-pocket costs that are involved, and 
these costs compared with out-of-pocket costs of outside 
production. Out-of-pocket cost excludes much of the de- 
partmental burden accumulated by traditional cost ac- 
counting. 

Different hours on the same machine have different 
costs. Certain hours may contribute to setting new de- 
mand or peak charges for power; other hours run into 
overtime wage premiums, not merely on direct labor, 
but on maintenance and ancillary labor. In every in- 
stance, no valid answer can be given until the manage- 
rial problem is clearly delineated; each cost allocation 
should be made according to the rule of variation for 
that cost along the dimensions of the problem at hand. 

Proportional allocation of superintendent’s or other 
general supervisory costs to departments may be mis- 
leading if discontinuance of one department is at issue. 
To measure efficiency of these departments such allo- 
cated costs are irrelevant because they are beyond the 
control of the department foreman. And the attempt 
to allocate supervisory costs on the basis of time spent 
for the benefit of each department may be undesirable. 
Such an arrangement assumes that supervisors work at 
constant speed and efficiency, equalizing the values of 
all hours they work; it assumes a uniform grade or value 
for each hour of supervisory work. Should a foreman 
be charged a superintendent's rate (including other 
overhead loading) because his superintendent has not 
learned to delegate clerical work, or because he has 
nothing more challenging to do for the moment? 

Rent costs charged at an average cost per square-foot 
hour (which excludes aisle space, night and holiday 
hours) is similarly full of anomalies. The form of the 
bargain (as to amounts per month or percentages of 
sales) may be different from its substance; square feet 
may have decidedly different values, hours are of differ- 
ent values, and contract rent becomes a fixed (even a 


sunk) cost as soon as the lease is signed. The “‘cost’’ re- 
ported by typical accounting systems is irrelevant and 
misleading for planning and control purposes—addi- 
tional cost and opportunity cost are the useful and rel- 
evant data. 

A typical industrial power charge is composed of 
four separate charges: a rate per kilowatt hour, a de- 
mand charge based on maximum level of consumption 
over the year, a peak charge based upon maximum con- 
sumption between certain hours of the day, and a pen- 
alty for low power factor. Only the first of these 
components is correctly allocated by traditional cost 
methods. 


Records for Managerial Accounting 

For managerial planning and control, there is no 
single “right’’ hierarchy of classification for cost ele- 
ments. What is needed is a reliable, detailed, historical 
record of the facts of business operations, so classified 
as to facilitate rearrangement or revaluation for each 
managerial problem. Three basic rules govern the ini- 
tial recording of data: 


1. Nonhomogeneous items should not be merged. 
Every item with a different behavior pattern, follow- 
ing a different law of variation along any dimension 
must be segregated. There should, for instance, be 
four accounts for ‘purchased power” for the reasons 
already given. 

2. Homogeneous elements should not be divided or 
prorated. The divisions and allocations must reflect 
purposes and situations; hence they are numerous and 
incompatible, more conveniently handled outside the 
regular historical record. 

3. Income or expense items pertaining to different 
departments should not be merged. These items 
should be assigned to the smallest operating unit that 
does not entail arbitrary division and allocation. Most 
direct labor and some maintenance items may be as- 
signed to operations or processing centers without 
imposing artificial conventions, but foremen’s salaries 
cannot be traced to operations or processing centers 
within a department, and officers’ salaries pertain to 
the enterprise as a whole. 


These rules suggest a multiplicity of small, detailed 
accounts; being small, they will be conspicuously af- 
fected by random elements, and comparisons on this 
detailed level may be meaningless. But these details 
can be gathered into appropriate combinations to meet 
the needs for data. 

This kind of arrangement of accounts facilitates the 
fitting of data to specific problems as they arise. These 
data may be adjusted easily and quickly to give weight 
to engineering estimates, physical standards, and man- 
agerial judgment. Also, it is easier to make cross classi- 
fications, correlations and other statistical analyses re- 
quired to solve specific problems. 
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Records for Materials Accounting 
Typically, four records provide adequate information 
about direct materials: 


1. Complete bills of materials for all products and 
all parts (with specifications) should be prepared. 
These supply the physical standards for planning and 
control of such costs; they are relatively permanent, 
and will provide basis for many managerial calcula- 
tions without extended clerical work. 

2. A purchase record should show for each specified 
material, the source, quantity, prices, discounts, and 
any irregularity as to delivery or acceptability of the 
item. 

3. A perpetual inventory should be maintained in 
physical units for all important items. 

4. Spoilage records should be maintained to show 
details by operator, machine, job, etc., to localize and 
promote remedial action. 


These four records provide information and control 
that are more economical, more flexible, faster and more 
accurate than those obtained by traditional charging of 
material costs against processes, products, or jobs. 


Records for Labor Accounting 
Similarly, four records can provide adequate direct 
labor information: 


1. Operation sheets for each assembly and part 
would show labor hours needed for each operation, 
as well as machines, gauges, fixtures, and tools. Job 
specifications should be included for each setup and 
each operation. These sheets, prepared by the meth- 
ods department are relatively permanent; their use 
as a basis for plans and quotations avoids the huge 
clerical cost of posting timetickets to job accounts. 

2. Permanent records should be kept to show job 
descriptions, analyses, and evaluations. These, like 
the purchase record, furnish data for pricing, and 
they are a basis for negotiating grievances arising in 
the shop. 

3. Performance-efficiencies should be recorded and 
promptly reported. Usually a separate sheet would 
report the efficiency of each department, with a sepa- 
rate line for each workman to show clock, part, op- 
eration, and machine numbers, standard and actual 
job classification for the worker, number of pieces, 
standard and actual hours. 

4. The spoilage records already suggested for con- 
trol of materials will serve to provide control over 
qualitative aspects of labor performance. 


Records for Overhead Accounting 

Each elemental burden account should be homoge- 
nous; each dollar in the account should have the same 
meaning. In some instances it may be desirable to keep 
the account in physical terms. These recommendations 
would vastly increase the number of primary burden 
accounts, but it would wipe out secondary burden ac- 
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counts altogether. The allocation of cost would be rele- 
gated to memorandums, where they could be varied to 
suit the problems to be dealt with. 

Once a purely factual basic record—such as is de- 
scribed above—is accumulated, the analysis or synthesis 
of data will arise from and will be related to (1) the 
relevant dimensions of each cost element and the laws 
of its variation along these dimensions, (2) the estab- 
lishment of meaningful subtotals and totals, and (3) 
computation in terms of whole alternate programs, each 
conceived as a possible answer to a specific problem 
situation. 


Chapter 7 Basic Pecuniary Record 
describes basic accounting documents familiar to all con- 
trollers and hence is omitted from this digest. 


Chapter 8 Techniques of Managerial Planning 
1. Finding attractive alternative courses of action 

Problems are sometimes forced on the attention of 
management, as when shortages of labor or materials 
threaten a shutdown, or a landlord serves an eviction 
notice. But other almost as obvious problems may go 
unrecognized by managements habituated to customary 
methods of operating, and unmindful of changes that 
occur. One means of discovering problems is contact 
with the outside world by reading, visiting other firms, 
association meetings, “bringing in new blood” to fill 
vacancies, or through employment of consultants. 

The use of the “exception” principle is another way 
to discover problems; budgets, standards, and statistical 
analyses are means of applying this notion. Even check- 
lists as provided in textbooks may be of value. The most 
powerful of the problem-seeking techniques is the per- 
iodic management audit; this systematic survey of in- 
dustry outlook, position of the company, policies, or- 
ganization, methods, facilities and finance provides a 
thorough-going approach to finding problems for man- 
agement to solve. 


2. Selecting programs for comparison 

Usually this poses a complex problem. It may be re- 
solved by settling minor factors first, to the end that 
each major alternative is represented by a bona fide 
champion. This may bog down in the large number of 
detailed choices. A better approach is to pick what su- 
perficially appears to be the best plan in each major 
group of programs and try to solve the major problems 
first. The study then may continue to resolve successive 
levels of detail, eliminating as much as possible at each 
level. The process ends when the alternate choices in- 
volve cost differences too small to be worth the cost of 
further study. 


3. The Construction of Rival Programs 

All ramifications and implications of each selected 
alternative should be sought out and incorporated into 
an integrated, consistent program covering all contem- 
plated activities of the enterprise. Managerial choices 
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should be made among programs of scope and cohesive- 
ness. 

There will be many situations in which the bulk of 
the program can safely be considered constant, and cal- 
culations may then be made in the limited terms of en- 
gineering economy studies. But by consistently dealing 
with choices among com plete programs, accidental omis- 
sions can be minimized. To illustrate: a foundry was 
unloading scrap by crane. Volume declined, and the 
cost per ton handled increased. Data were produced to 
show lower costs for manual unloading, and the crane 
was left idle, remaining as a standby against possible 
future needs. The cost of unloading by crane should 
have been compared with the cost of manual unloading 
plus the cost of keeping the idle crane. This would have 
shown conclusively that the crane should be kept in 
operation at almost any conceivable level of operation. 

Sometimes past operations are used as a standard to 
judge other plans. This guards against omissions from 
that side. But there is danger in imposing the pattern 


of cost comparison in traditional cost accounting upon. 


the study. The pattern of the economy study should, 
rather, be imposed on the cost system. 


4. Comparisons of Rival Programs 

Pricing reduces a variety of physical incommensurates 
to a single measure. But when money-expectations differ 
as to the time of receipt or disbursement, adjustments 
may be needed to compensate for values following the 


compound interest law. 

For meticulous accuracy, all receipts and payments 
should be reduced either to a single date or an equiva- 
lent annuity flow. The schedules thus prepared differ 
from typical widely used budgets in the following re- 
spects: 

1. Cash receipts and disbursements replace the muti- 

lated “incomes” and “expenses” of traditional ac- 

counting. 

2. Valuations are related directly to physical activi- 

ties, not altered by allocations of cost and revenue. 

3. Owned assets included on the basis of resale val- 

ues. 

4. Depreciation on assets to be acquired computed 

by the annuity method. 

Comparable budgets may be used to implement 
the decision between plans. 


Thus, a national jobber prepared four complete budg- 
ets to compare (1) continuance as a national jobber, 
(2) contraction to local jobbing within a 300 mile 
radius, (3) gradual liquidation over a 2 year period, 
and (4) immediate liquidation at forced sale prices. 
Such budgets are, of course, built up from physical 
standards evaluated by the calculus of increments and 
opportunities, adjusted for variations in time and risk, 
and finally appraised in the light of intangibles that 
have eluded the net budgetary figures. 

Factor comparison sheets are useful devices to bring 
intangibles into some order for judgment. Listing the 


factors as pros and cons makes it easier to judge their 
relative weights in evaluation, even though quantitative 
expression of these factors is impossible. 


5. Periodic Review and Reconsideration 

Every adoption of a program involves uncertainty; 
there is always an element of experimentation in each 
new plan. Consequently the adoption of a program 
should be followed up, operations compared with esti- 
mates, deviations investigated, and changes and adjust- 
ments made if needed. Managerial judgment is nur- 
tured by planning and follow-up, management learns 
to respect and suspect figures, and intangibles are seen 
in a clearer light. Periodic review and reconsideration 
is the essence of the discovery of faults and weaknesses, 
the search for progressive programs as described in this 
chapter. 


Chapter 9 Illustrative Applications of Managerial 
Planning 
Exam ple #1—Plant Location 

A manufacturer of electrical appliances occupied a 
four story leased building in Minneapolis. The lease 
expired, and management was considering (1) renew- 
ing the existing lease (2) moving to another location 
in Minneapolis (3) moving to one of several cities 
nearer to its markets. 

To simplify the analysis, the trial balance was exam- 
ined to pick out costs most likely to be influenced by 
the change in location or character of plant facilities. 
Items that would not vary significantly with contem- 
plated location were omitted; items that would vary in 
the same manner were combined (e.g., similar grades 
of labor). The result was a list of nineteen items with 
dollar amounts for each (the trial balance listed 83 
items, without departmental or other breakdowns). 

Comparison of these nineteen items for two of the 
alternatives considered resulted in annual savings of 
$106,720—about 17% of the actual amounts for these 
items in the prior year. Similar comparisons were made 
for rival locations. In the process, the company came to 
recognize that plants could be bought or built in vari- 
ous places; the final decision was to build its own plant 
in a Chicago suburb. The estimated annual savings were 
$125,000; as near as could be ascertained, actual sav- 
ings were almost $250,000 per year (before income 
tax!). 


Exam ple 42—Planning Prices 

The most effective tools of price setting are incremen- 
tal revenue and incremental! costs. The meaning of these 
terms depends upon the span of anticipation. Long-run 
price assumes the working out of all market and cost 
factors; short-run price cannot be given so definite a 
meaning. 

One approach is to establish minimum prices below 
which management would rather lose business than ac- 
cept it. This may take the form of the lowest price at 
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which a specific contract should be taken, the minimum 
price which justifies extra shift or overtime operation, 
or the lowest price at which production is more profit- 
able than complete shutdown. 

A form for approaching the problem this way would 
seek three cost estimates—(1) a distress basis, (2) a 
normal basis, and (3) an overload basis. 

The distress price basis would approximate the out- 
of-pocket costs that would have to be incurred to pro- 
duce an additional quantity of output. The normal price 
basis approximates long-run average cost, adding to the 
distress basis a provision for replacement of fixed assets 
and recapture of general fixed overhead. The peak-load 
price basis would be higher than the normal basis by the 
effect of overtime premiums and extra shifts. 

These would each have to be estimated in separate 
computations for the effect of order size or volume, as 
for quantity discounts on materials, and the constant 
elements of setup, clerical cost, tooling and design. 

There are levels of pricing goals, each of which raises 
its own set of issues, and each of which involves judg- 
ment in addition to costs. 

Price discrimination involves similar issues, and these 
may take the form of block-pricing, fixed service charges 
plus a unit price, or a minimum charge or a minimum 
order. Terms of sale and point of delivery raise prob- 
lems in pricing; the method of sale and conditions of 
demand affect the price decision. Various intangibles 
enter the picture in the form of providing full lines, 
customary or conventional-acceptance prices, and the 
ever-present fear of spoiling the market with attendant 
complications of customer anticipations. 


Chapter 10 Managerial Control 

Plans are not self-achieving; people must be brought 
to act in accord with a program if it is to be brought to 
fruitation. Managerial control must exhibit the same 
structure of relationships and timing as were embodied 
in the program as planned. There may be flexibility, but 
the flexibility must maintain the relationships as they 
are related to the situation in planning terms. 


Scope of Managerial Control 

Managerial contro! structure must reflect the organ- 
izational pattern. The responsibility of each employe, 
group leader, divisional manager or department chief is 
three fold: (1) achievement or accomplishment of 
some task (2) costs incurred in the process of accom- 
plishment (3) equipment or resources used. 

Managerial control of achievement involves physical 
standards of the type referred to in Chapter 5—the 
building blocks of managerial programs—to which the 
actual achievements are compared for the maintenance 
of efficiency. 

Control of costs requires flexible dollar standards 
stated as functions of achievements. Cost budgets should 
be adjusted for variations from the basic plans before 
cost comparisons are made. Budgeted allowances of 
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real costs (pounds of material, hours of worker time) 
should reflect adjustments to reflect actual volume of 
operations, and the related exchange costs (dollar 
amounts) may require adjustments for price changes, 
quantity discounts or overtime. 

Service departments will have a minima determined 
by the extent of demand for those services by other 
departments. Consequently those demands must be 
brought under control. Then the costs of producing the 
service can be taken as the responsibility of the service 
department, except for price-negotiations beyond its 
control. 

Control of investment represents a problem similar 
to that of service departments. The department using 
capital is responsible for the kind and amount of capital 
used, but not for the costs of procuring this capital. Pur- 
chasing may be responsible for prices paid for equip- 
ment items; maintenance may be responsible for the 
costs of installation, perhaps construction; and finance 
may be answerable for interest, insurance and tax bur- 
dens. 

Recently, a sales department was bitterly critical of 
factory delivery promises and performance. The situa- 
tion was obscured by shifting proportions among a va- 
riety of products. When shipments were reduced to a 
standard-hour basis, and total standard-hours shipped 
were related to available floor space, a persistent increase 
in output per square-foot was disclosed. Inadequate 
floor space was proved responsible for unsatisfactory de- 
liveries. 


Processes of Managerial Control 

Standards must be related so far as possible to indi- 
vidual performance, in terms of achievements, the re- 
lated costs, and the investment involved. 

However, the detail occasioned by the setting of in- 
dividual standards may be unmanageably voluminous, 
viewed from higher organizational levels. Individual 
standards can be combined into patterns at various lev- 
els, or into indexes against which the performance of 
individuals at various levels may be judged. In this it 
is important to recognize that a universal use of dollar 
values is not sufficient. Financial data may lose much 
that is significant in the physical data. The opportunity 
to influence the task or its cost is a dominant factor in 
managerial control processes. 

In the attempt to bring operations under control, mere 
direction (important as it is) is not enough. Motivation 
is essential. Employes must be persuaded to exert effort 
and to carry out instructions. Wage incentives are a log- 
ical consequence of this, Much is to be said for the 
100 per cent Halsey gain-sharing plan, in which the 
employe is paid his regular rate multiplied by output 
expressed in standard hours. This allows for factors of 
seniority, versatility, dependability, etc. It also avoids 
some of the opportunity and temptation to juggle re- 


, ported times on specific jobs. 
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But whatever plan is selected, every phase of the plan 
must be explained, the reasons for each feature set forth 
clearly; and the plan must be sold repeatedly to the 
employes and their representatives. Incentive plans are 
wrecked by the failure to maintain standard conditions 
of work; and any incentive plan is but a poor substitute 
for vigilant supervision. 


Chapter 11 Illustrations of Managerial Control 


Exam ple #1—Burden Control 

Burden control is almost necessarily by periods rather 
than by operations; but it involves similar establishment 
of standards, measurements of performance, compari- 
son, and remedial action. 

At the end of each period, cost budgets (adjusted in 
terms of proportional work loads), actual cost and per- 
centage efficiency figures are entered on a form. Signif- 
icant deviations from the plan may be noted and the 
reports passed up the line of management. Each mana- 
ger may add explanations or suggested remedies; in this 
manner, burden may be brought under particularized 
proximate control. An executive bonus plan may make 
this more effective. 

Such a bonus plan, however, must be developed ex- 
perimentally over many periods before it is used. Man- 
agement should try various factors, weights and curves 
until the pattern conforms to the situation. With proper 
understanding of those concerned as to the purposes and 
procedures adopted, a minimum of misunderstanding, 
and a maximum of desirable motivation should result. 


Exam ple #2—Introduction of a New Model 

The analysis begins with an experimental model that 
gives satisfactory performance. This model is torn down, 
and product drawings are prepared, including all part 
and assembly drawings needed. If of sufficient impor- 
tance, materials specifications will be drawn up either 
by development or production engineers, or by both in 
cooperation. 


The analysis of each part into operations needed for 
its production results in the planning of special tools, 
fixtures and gauges, as well as the specification of all 
standard items of this character. This may entail rede- 
sign of some parts and checking back on development 
engineering. Bills of material are drawn up for each 
raw material and purchased parts. 

The next step is methods engineering, in which tasks 
as analyzed are assigned to machines or production cen- 
ters, and a check of operations sequences, tooling and 
gauging. Standard time data are built up into setup and 
operating standards and standard-practice instructions 
are written up. All data then are sent to the production 
planning department. 

Routing, scheduling, and dispatching complete the 
process. When the factory has followed these instruc- 
tions, the new model comes off the assembly line ready 
for shipment. 

The processes just described can be scheduled in the 
same way as operations in the factory, and control over 
the process of working out the new model can be paral 
leled to the control of process operations. 


Chapter 12 Summary and Conclusions 

Managerial accounting is the system of standards, 
orders, records and reports through which managerial 
planning and control are implemented. Simple descrip- 
tion of chronological sequence such as given for tradi- 
tional accounting is difficult; the problem of managerial 
accounting is situational, not historical. 

The outline of standards, orders, records, and reports 
given here is not exhaustive nor stereotyped, but basic 
classifications must reflect the laws of income and cost be- 
havior, along the various dimensions of managerial prob- 
lems and individual responsibilities for performance 
These basic data, evaluated and summed according to 
the calculus of increments and opportunities, related to 
the pyramid of increasing authority and widening juris- 
diction, are the elements from which managerial ac- 
counting is built ' 
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FACTS AND FIGURES FOR COLLECTIVE BARGAINING: 
THE CONTROLLER’S ROLE 


A case history study based on the experiences of over 40 companies. Tells what facts to give, 
what records to keep to tell management's side of the story in labor negotiations, arbitrations 
and fact-finding investigations. Published September, 1950. 


SETTING SALARIES IN THE CONTROLLER'S DEPARTMENT 


A manual that is much more than a manual—Takes the guess work out of job pricing and giv- 
ing raises. Contains detailed instructions on how to set salaries scientifically. Draws from the 
methods used by 22 companies and the salary scales used by 500 companies. Aims specifically 
at middle management jobs in the controller's department. Published June, 1950. 


BUSINESS FORECASTING 


What can forecasting do for your business? Can accurate forecasting be done in your company? 
How can it be done? This report helps you to answer these questions by bringing you the de- 
tailed experiences of 38 companies which have found business forecasting an indispensable tool 
of management. Published March, 1950. 


MEETING THE CHALLENGE OF THE BUYER’S MARKET 


This study describes actual cost reduction methods used by leading corporations in a wide cross 
section of industry. It is designed to help controllers and other executives do a better job in this 
direction. Case histories provide the bulk of this “brass tacks” information. Published Novem- 
ber, 1949. 


EVALUATING MANAGERIAL AND SUPERVISORY JOBS 
IN THE CONTROLLER’S DEPARTMENT 


This study makes it possible for the controller to apply scientific principles of job evaluation to 
managerial positions in his department. Based on intensive research into the methods of 22 
leading corporations. Published September, 1949. 


CONTROLLERSHIP IN MODERN MANAGEMENT 


A symposium written by twelve specialists. Traces the evolution and development of control- 
lership in business and government. Tells how industry and educational institutions can recruit 
and prepare the controller of the future. Published April, 1949. 


DEPRECIATION POLICY WHEN PRICE LEVELS CHANGE 


As a service to the business community, Controllership Foundation assembled a compendium 
of the principal authoritative opinions, case histories of company actions, and collections of in- 
formation on this subject. Published November, 1948. 


WHAT PEOPLE WANT TO KNOW ABOUT YOUR COMPANY 


A public opinion study to find out what “run of the mine’ stockholders, women investors, large 
investors, financial analysts, employees and labor unions want to know about your company. 
The report discusses why the different publics are dissatisfied with financial reports and what 
to do about it. Published October, 1948. 
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“Did you make 7 long distance 
_ alls last month?” 


a 


QUESTIONS LIKE THIS—regarding the 
number of long distance calls and the 
respective charges—are now being 
answered in advance by many telephone 
et ee ed 


expensive billing system 


Another example of the way Recordak microfilming is 
bringing increased efficiency to 65 different types 


of business ... thousands of concerns. 


Every time you place a long distance call 
the operator fills out a toll ticket, which is 
time-stamped when you’re connected with 


your party. ..and when you hang up. 


Before . . . these tickets were used for office 
reference only. Billing clerks would transcribe 
the toll charge, the tax, and the destination of 
the call to the customer’s statement. Then, 
the tickets were filed away—ready to answer 
the questions of puzzled subscribers. 

With the new billing system—already 
adopted by many telephone companies—it’s 
a different story: the toll tickets are put to 
work...are microfilmed ...and then sent 
out to the subscriber along with a simplified 
listing of the ticket totals. Thus, with the 
evidence in hand, charges are recalled readily 
+ «+ questions are answered in advance, 


For the telephone company, too, there are 


important advantages: (1) Bills are turned 
out at a fraction of former cost because only 
a listing of toll ticket totals is necessary; 
(2) Adjustment costs are greatly reduced; (3) 
Filing space requirements are cut as much as 
99°; (4) Goodwill is increased. 

Regardless of your type of business—or 
its size—you should look into Recordak micro- 
filming soon. 

Write today for a free copy of 

**50 Billion Records Can't Be 

Wrong.” Recordak Corpora- 

tion (Subsidiary of Eastman 

Kodak Company), 444 Madi- 

son Ave., New York 22, N. Y. 


**Recordak” is a trade-mark 


=REEORDEK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming—and its application to business systems 





PART II—DIRECTED ENERGY in the Office through Work Distribution Analysis 


In Your Office... 
Who Does What 
and How and Why? 


Jerome Barnum 


SUMMARY OF PART | which was published in October, 1950 issue of THE CONTROLLER 


Business efficiency is directly related to 
the question of yield on the asset energies 
expended. These include manpower ener- 
gies, machine energies, material energies, 
money energies and any other form of 
power” fed into the ma hine that is your 
business. 

“Directed Energy’ is a program for 
harnessing all of these assets in a way that 
eliminates misdirected effort and waste. 
Its aim is to convert all asset energies into 
€ nd-product or Service. 

To achieve directed energy in the office, 
tis necessary to get a clear and readable 
blueprint of all work currently being per- 
formed. This is accomplished through the 
development of Work Distribution Charts 


for each department or organizational 
uni, 

This is done by preparing two source 
records and later combining the two on 
the Work Distribution Chart. The source 
records are the Activity List, showing the 
major jobs of the group as a whole, and 
Task Lists, documenting the individual 
duties of each person and the average 
time spent on each. 

The completed Work Distribution 
Chart shows all of the activities of the 
group, in order of importance, and the 
contribution of each person to each activ- 
ity. You are then ready to analyze the 
work of the department. (See charts in 
reduced size taken from the October artt- 
cle on Page 510) 
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Vill. ANALYSIS OF THE CHART 


A. A point of primary importance in 
analyzing the Work Distribution Chart 
is the matter of having an open mind 
for, unless we view each step with an 
entirely unprejudiced and eos ap- 
proach, we are apt to miss the real op- 
portunities for savings that are inherent 
in the analysis of a chart of this type. 
On the other hand, if we approach this 
job with a perfectly open mind and ap- 
ply the questioning attitude to each 
step, great benefits are likely to result 
from this analysis. We must therefore 
look for reasons, not excuses; separate 
fact from opinion ; look for cause rather 
than effect. 

B. Sequence of Analysis. While it is 
not necessary to follow a definite se- 
quence, it is usually found helpful if 
the activities as a whole are analyzed 
in the beginning. Following the activity 
analysis in a vertical pattern (starting 
with the first activity listed in the stub 
of the chart and following right 
through until the last activity is re- 
viewed), it is well to analyze each 
activity horizontally (starting with the 
activity itself and proceeding to the 
right while analyzing the duties of each 
individual in respect to his or her con- 
tribution to the activity as a whole). 
Finally, the duties of each individual 
are analyzed independently. 


C. Activities Audit. 
1. The stub of the form will list a 
number of activities which are per- 
formed in the unit. This represents 
a complete picture of the activities 
being performed so far as the super 
visor, or the person preparing the 
activity list, is concerned. 
a. Before accepting the fact that 
this is a complete picture of all the 
activities or that it represents all 
the activities that should be per- 
formed, it is well to thoughtfully 





review the mission of the organ- 
ization as a whole. 
b. This means that it is necessary 
for us to conduct a searching anal- 
ysis to determine if it is /ogical 
that the activities are adequate to 
satisfactorily carry out the func- 
tions assigned to this organiza- 
tional unit. 
c. At the same time, it gives us 
an opportunity to determine if the 
activities being performed actually 
make a contribution to the per- 
formance of the organization's 
mission. 
d. Of course, this accomplishes 
only one thing: It enables us to 
determine if the activities are com- 
plete in respect to the assigned 
function, but it does not audit 
these functions for conformity 
with good practice. Therefore, it 
is also well to make certain that 
the existing organization and ex- 
isting definition of mission is ac- 
ceptable from the standpoint of 
good business standards. 
e. If we have previously not con- 
ducted such a study in a similar 
organization, it may be necessary 
to do some research to determine 
what good practice is considered 
to be. It is well to make use of 
the knowledge of professional men 
who may have conducted studies 
of identical organizational units. 
By comparing what is being done 
with what is customarily done in 
a similar organization, we can get 
a pretty good idea of the way we 
are meeting our problems. The 
experience of the consultant who 
devotes his entire time to such 
matters should be freely drawn 
upon. 
f. For example, suppose we were 
starting to analyze a Work Dis- 
tribution Chart covering a pet- 
sonnel department, and we saw 
that Employe Services was not 
listed as a function or an activity 
of the organization. Because of 
prior experience or research we 
know it should be included. We 
would, therefore, want to list Em- 
ploye Services as a function even 
though we showed no distribution 
of duties of manhours charged to 
this activity. 
2. The first question we would want 
to ask, viewing the activities as a 
whole is: What are the major activ- 
ities—and are we spending the ma 
jor portion of our time on these ma 


It does indicate that the details 
should be checked to determine 
just why the situation exists. 
b. At this time, it is a good idea 
to take a red pencil and circle the 
figure representing the manhours 
of those activities which seem 
questionable from the standpoint 
of the amount of attention they 
are receiving. 
c. The next point we would want 
to look into is the over-all distri- 
bution of time. This is simply a 
matter of asking ourselves whether 
this distribution of time makes 
sense. Is the percentage of time 
we are devoting to our major ac 
tivities Jogical? Is the percentage 
of time we are devoting to the 
incidental activities logical? Are 
we spending too much time on 
miscellaneous activities? How are 
we spending our money in this 
department ? Are we spending the 
major part of it on some relatively 
unimportant things and neglecting 
the important matters ? 

3. Perhaps the next question to ask 

in analyzing the activity list or the 
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activity stub of the Work Distribu- 

tion Chart is: Are there too many 

unrelated activities? 
a. Unless the organization under 
study is a service unit that is used 
as more or less of a catch-all for 
odds and ends that are not per 
formed elsewhere, all should fall 
within a logical grouping. 


b. In many cases, we find that 
these unrelated activities have been 
assigned to a particular organiza- 
tion for ceaihiadens other than 
ones that now exist. 
(1) For example, we may find 
that a certain activity was put 
in a department because of its 
central location at one time in 
the past and perhaps the depart- 
ment has moved in the mean- 
time and the valid reason that 
once existed no longer obtains. 
(2) We might also find that at 
the time a function or an activ- 
ity was assigned to a given or- 
ganizational unit it was a rel- 
atiyely unimportant item and 
perhaps was put in a given de- 
partment due to a certain over- 
staffed condition and the fact 
that that department was better 
able to handle it in terms of 
personnel at that particular time 
than any other. Perhaps, in the 
meantime, changes have oc- 
curred and that once valid rea- 
son no longer exists. 
c. Unless all of the activities are 
logically related, the supervisor is 
unable to slant his thinking in a 
direction that will do justice to all 
of them. 
d. Unrelated activities often are 
symptomatic of poor organiza- 
tional planning. To drive in high 
gcar toward your goal of directed 
energy first determine how the 
overall assignment of activities to 
the various organizational units 
can be improved. 


i. In analyzing the Work Distribu- 
tion Chart’s activity column, so far 
we have accomplished the following 
things: 

We have reviewed the activities as 
a whole in terms of the mission of 
the organization and determined 
whether or not they are complete 
(and also noted clues as to any non- 
essential activities in terms of that 
mission); we have reviewed the spe- 
cific nature of the major activities 
(and what percentage of our time we 
are spending on each); and after 
that we have asked whether there are 
too many unrelated activities. This 
means that we have limited the initial 
phase of the analysis to those activt- 
ties which presumably make a con- 


This is the second article in a series of three 


jor activities? JEROME BARNUM, author of a new book, “Directed Energy,” from which the mate- 
a. Quite often we find that our _ rial for this series is condensed, is director of Jerome Barnum Associates, Harrison, N. Y., 
major activities are not receiving management consultants specializing in research in manpower utilization. 
the major portion of our attention. 
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tribution to the mission of the or- 
ganization as a whole. 

Our next step is to question all of 
the secondary and minor activities. 
Some of the lines of questioning we 
would want to pursue are suggested 
below: 

a. How much of our time is spent 
on the other activities? 
The purpose of this question is to 
determine how important these 
other activities are from a cost re- 
duction standpoint and how much 
study is justified. If only a few 
hours per week are involved, we 
may want to schedule the study for 
some future date after our more 
important projects are completed. 
Remember: First things first! 
b. Can any activity (or activities) 
that does not contribute to the 
prosecution of the mission of the 
organization be eliminated? 
Throughout our analysis it is im- 
>ortant to ask whether the step can 
e eliminated before we proceed 
with any further analysis. It 7s use- 
less to simplify or to improve an 
organization, or work unit, or an 
operation or element if it can be 
eliminated. 
c. Can the activity (or activities) 
concerned be combined with simi- 
lar activities being performed in 
other organizational units? 
If we find it is impossible to elimi- 
nate an activity, the next question 
that logically follows is 
d. Can it be combined with some 
other like activity being performed 
within the organization as a whole 
with a resulting economy of man- 
hours or improvement in the re- 
sults obtained ? 
e. Does the activity (or activities) 
dupli ate something that is already 
bemg done in another organiza- 
tional unit? 
Very often we will find that these 
other activities—that is, the activi- 
ties other than the ones that are 
essential to the performance of the 
mission of the organization—du- 
plicate services being performed 
in other departments. 


While it is not correct to say that 
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there should never be any duplica- 
tions of this type, because certainly 
there are instances where it is wise 
to perform certain services in more 
than one central location, generally 
speaking improvements can be 
made by eliminating duplications. 
f. Can the activity (or activities) 
be performed better elsewhere? 


We want to make sure that the 
activity is being performed in the 
best and most logical department 
or organizational unit. Of course, 
a number of considerations would 
determine the appropriate answer 
to this question. Some of these 
things we would want to think 
about are the functional require- 
ments of the activity and the other 
departments affected by that activ- 
ity, so that we can locate it in the 
best part of the building; also, the 
manhours involved in the activity 
concerned, so that we can try to 
place it in a department where we 
can utilize some otherwise idle 
time. 
(1)In this connection, it is well 
to consider the nature of the ac- 
tivity, and the organization in 
which it is placed. If it is the 
type of activity that can be 
handled on a project basis, it is 
well to attempt to place it in a 
department or organizational 
unit where there is a fluctuating 
work-load so that this activity 
may be handled during slack 
periods in respect to the rest of 
the work in the department. 
(2) By giving consideration to 
the nature of the work being 
performed in any department, 
we are sometimes able to balance 
out the unused manhours during 
slack times by adding project 
work to the other activities. Then 
during peak work-loads we are 
able to utilize our full personnel 
strength on getting out our dead- 
line jobs and still not be over- 
staffed during the dull periods 
when we can handle our project 
work. 
g. After pursuing this line of ques- 
tioning we would want to next 
ask: 
If we are going to be required to 
continue performing this activity 
which is nonessential in terms of 
the mission of the organizational 
unit, how can the job be done most 
effectively? 
When we reach a point where we 
are satisfied that it is best to con- 
tinue performing an unrelated ac- 
tivity in an organizational unit set 
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up to accomplish another purpose, 
we want to make certain that we 
are doing the job in the best way 
possible. In order to answer this 
question, it may be necessary to 
utilize other techniques of work 
analysis, but the important thing 
is that we must keep the question- 
ing attitude and an open mind in 
order to satisfy po that the 
activity is being performed in the 
best possible way. 
D. Analysis of Individual Activities. 
After completing the analysis of the 
activities as a whole, the next step is to 
proceed with a searching analysis of 
each separate activity. 
1. The analysis of separate activities 
is conducted by taking one activity at 
a time and considering only the data 
appearing on the chart which is ap- 
plicable to that one activity. 
2. It is customary to start with the first 
activity at the top of the list and pro- 
ceed, working from left to right, with 
a searching analysis of each item ap- 
, plying to that activity. 
3. A good point of departure is to 
first read through all of the duties ap- 
plied to that activity in order to get 
an over-all picture of the way in 
which the function is accomplished. 
4. What is the activity breakdown? 
By this we mean—how is the activity 
broken down into component work 
units which are saliiend o0 duties to 
various individuals in the depart- 
ment? We will want to ask if this 
breakdown seems logical and com- 
plete. Some of the other questions we 
would want to ask are listed below: 


a. Are all of these yd that are 


required to accomplish that activity 
assigned to some one individual 
(or several individuals)? 

Just as we wanted to determine if 
all of the activities that were neces- 
sary to perform the mission of the 
department as a whole were in- 
cluded, we will now want to find 
out if all of the separate duties 
necessary to perform a given ac- 
tivity have been assigned. 

b. Are there any nonessential 
duties? 

After having satisfied ourselves 
that all of the duties that are neces- 
sary to accomplish the activity have 
been included, we will naturally 
want to scrutinize these duties 
from a standpoint of the essential 
nature of each. It is possible that 
we have included certain elements 
that are not necessary to the com- 
pletion of the purpose of the ac- 
tivity itself. 

c. Are the essential duties properly 
distributed? 

It is not enough to delegate all es- 





sential duties (and eliminate all 
nonessential duties), but it is im- 
perative that the duties are dis- 
tributed in a logical fashion that 
satisfactorily meets the require- 
ments of the job. 

Here is an example of the type of 
questions suggested by this ap- 
proach: 

If all of the duties of a particular 
activity have been assigned to one 
or two people, would it be better 
to distribute the duties over more 
individuals? 

(Of course, if a number of people 
are contributing to the activity and 
it happens to be a deadline type of 
job which is performed periodi- 
cally, such as a monthly statement, 
we could get it out a good deal 
faster if it were broken down finer 
and distributed among a greater 
number of people.) 

Another important consideration 
when going into the matter of dis- 
tribution of duties, in respect to 
one particular activity, is the ques- 
tion: 

d. Is it better to perform the ac- 
tivity on an “assembly line’’ or an 


assignment basis? 

The nature of the particular job 
will have to dictate the answer to 
this question. However, it should 
be pointed out that some activities 


lend themselves to progressive 
work; others can best be handled 
on an individual assignment basis, 
with one or more persons doing the 
entire job independently from the 
ground up. 

Another consideration along these 
lines would be the number of 
people assigned to a ager ac- 
tivity and the desirability of ob- 
taining protection against possible 
delays arising when absenteeism 
occurs or a person is transferred 
out of the department. It is a good 
idea to have duties distributed in 
such a fashion as to result in a 
minimum work interruption when- 
ever a regular employe is not on 
the job for any reason whatsoever. 


5. Are we spending most of our time 
on the mayor duties? 

Just as we wanted to know whether 
we were spending the major portion 
of the time of the department as a 
whole on the major activities of the 
department, we will now want to de- 
termine if we are spending the major 
portion of the time within each ac- 
tivity in the performanc e of the most 
important duties. Some managers call 
this the “lace curtain approach,’’ and 
in a nutshell it means: 

Are we devoting a lot of time to per- 
fume and frills rather than devoting 


our time and attention to the things 
that really count? 


6. Is there duplication of responsibil- 
ity or overlapping of authority? 

We will want to make certain that we 
are on sound ground from a stand- 
point of good organizational practice, 
and questions of this sort help to find 
the answer. 

Perhaps there is no single item that is 
more frustrating from the standpoint 
of good cost engineering practice 
than the tendency in all organiza- 
tional units to allow duplications to 
creep in. 

These are danger signs and we want 
to watch them very closely. 

7. Where can the particular duty best 
be assigned ? 

If the duty is essential and does not 
represent a duplication, we want to 
make certain it is assigned in the best 
possible place, and in this connection 
we want to give consideration to a 
great many factors including the utili- 
zation of space, the functional re- 
quirements of the work (to deter- 
mine the physical location where the 
job can best be done), and related 
considerations. 


8. Is there too much or too little 
é he. king ? 

We want to make certain that any re- 
quired checks or inspections are in- 
cluded but, on the other hand, there 
is a strong tendency in the perform- 
ance of all work to overcheck the re- 
sults. Multiple checking not only 
wastes manhours but also decreases 
the effectiveness of the inspection. 
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a. It is an accepted fact that a triple 
check is not as satisfactory as a 
single check properly done, because 
it is human nature to be careless 
about things that we know some- 
one else also inspects. It introduces 
the element of mixed responsibility 
and no one accepts it fully. 
b. A good watchword might be— 
Take a calculated risk! Time and 
time again we see examples of 
check and double-check “protec- 
tion’ built up with only one result 
a general laxity on the part of 
each inspector or checker and an 
unnecessary and wasteful expendi- 
ture of manhours in an attempt to 
obtain protection against the possi- 
bility of an error which in most 
cases would not be so serious in 
respect to long-term results as the 
loss of money that we are spending 
to preclude that remote possibility. 


c. Dozens of examples could be 
given, Each person reading this 
article will recall many experiences 
of his own where needless and 
foolish checks and rechecks have 
been established usually as the out- 
come of a single circumstance in 
extenuation that may have occurred 
years before. For example, in one 
large company the bank deposits 
are prepared twice because some- 
one once forgot to list a check. The 
bank corrected the error but the 
manager still insists on the duplica- 
tion. Occasionally a number error 
still creeps in! The result is a loss 
of manhours and dollars which 
cannot actually be justified. 
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“Yes, | know about carbon paper—but it’s so much 
nicer having things done in triplicate this way!” 
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ness, which tends to reduce the ef- 
fectiveness of the individual con- 
cerned. The Jack of all trades is 
usually master of none. 


d. Is there tog much deadline work? 


ILLUSTRATIONS © 1950 
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STEP 2 
AN ACTIVITY 


LIST FOR THE 
DEPARTMENT 


By deadline jobs we mean those 
which must be completed by a 
specific hour or date, as opposed 
to project work which can be done 
on a continuing and progressive 
basis when convenient. 


1. Deadline jobs inherently pro- 
duce the greater amount of 
strain and anxiety. Too much 
deadline work is bad for any 
individual. 


2. Quite often we find that one 
person will be overloaded with 
deadline jobs, whereas the per- 
son working next to him or her 
may have 
none. Gen- 
gad : erally speak- 
ing, the su- 
pervisor tells 
us that the 
reason for 
this is that Mary Jones can be 
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2. A good way to start this analysis is 
to read over all of the duties (starting 
at the top of the chart and working 
down) of the individual concerned. 
After getting this over-all picture, the 


9. Are skills used properly? 
In conducting our searching analysis 
of each activity, we want to make cer- 
tain that we are properly utilizing the 
skills within the department. 


E. 


Anal ysis 


a. We want to be sure that the im- 
portant jobs—the things that count 
—are performed by the right 
people. 

b. We want to make certain that 
our highly paid people are not do- 
ing jobs that could be performed 
just as well by clerks. No single 
cost is as wasteful as the foolish 
expenditure of the manhours of 
skilled supervisors and managers 
in the performance of jobs that do 
not require their skill and training. 
Time and time again we witness 
examples of key personnel signing 
routine forms, performing simple 
clerical operations, preparing rou- 
tine reports, doing simple operat- 
ing jobs, and a myriad of other 
types of unskilled work that could 
be performed just as well, or better, 
by practically anyone in the depart- 
ment. 

f Duties by Individuals. 


After we have completed our analysis 
of the activities, we will want to dig 
into the matter of the distribution of 
duties in respect to each individual and 


without consideration to the analysis of 
the chart from an activity viewpoint. 


following questions are in order: 
a. Are skills used properly? 
We come back again to the same 
question of utilization of skill. 
Now we are considering one per- 
son only and we want to make our 
analysis in such a way that it will 
reveal whether we are properly 
utilizing the talents and training 
of the person concerned. For ex- 
ample, if we are analyzing the 
work of a highly trained technician 
and we find that some of his duties 
are simple clerical operations, we 
will want to find out why. 
b. What percentage of the time is 
being spent on the operator's major 
skill ? 
The puree of this question is to 
get down in the record the exact 
portion of time that is being spent 
in the type of activity which justi- 
fies that person's salary. !n a sur- 
prising number of cases we find 
that it is actually only 5 to 10% 
of the total time. 
c. Are there too many unrelated 
dutte sr 
It is just as disturbing to an indi- 
vidual to be required to perform 


trusted to get the job out when 
promised, whereas Nancy Smith 
cannot. Of course, what is hap- 
pening is that, because he found 
that Mary Jones could be trusted, 
he is overloading her and 
eventually it will begin to tell 
in the quality of her work or 
her mental attitude. On the other 
hand, if Nancy Smith were given 
more responsibility, perhaps she 
would develop into a reliable 
person herself. 


3. Another point that our super- 
visor overlooks is that if Nancy 
is not a reliable person—a con- 
clusion which he has reached be- 
cause of her failure to meet 
deadlines—he may be making a 
mistake in placing her on project 
work exclusively, for project 
work is much more difficult to 
check in respect to accomplish- 
ments. In other words, Nancy 
who has been relieved of her 
deadline jobs, is now working 
full time on continuing projects. 
By doing this, the supervisor 
may be making of Nancy a much 
poorer worker than she would 

> if she were required to meet 


a great many unrelated duties as it 
is to an organization to perform a 
great many unrelated activities. This series will be concluded in the 
A few unrelated duties may be re December issue of THE CONTROLLER. 
laxing and even relieve the mo- 
notony of the regular job. How- 
ever, too many of them lead to 
confusion, nervousness and tense- 


1. In conducting this phase of the some deadlines herself. 
analysis, we are primarily concerned 
with the way we have broken down 
the work of each person to make cer- 
tain that it has been done in a way 
that makes for a maximum utiliza- 
tion of time and skill and permits 
each individual to operate effectively. 


Eprror’s Note: The author has con- 
sented to answer questions about the ap- 
plication of Directed Energy in general, 
or the Work Distribution Chart in par- 
ticular as related to § pe cific business 
problems. Address inquiries: The Editor, 
THE CONTROLLER, / Fast 42 St., N.Y. 
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Evans Warns of Still Higher 
Tax Schedules to Come 


Although the Revenue Act of 1950 in- 
creases personal and corporation taxes, still 
higher taxes for 1951 are certain, Peter 
Guy Evans, New York tax attorney and 
former original member of the Excess 
Profits Tax Council, Washington, D. C., 
stated recently at the opening session of 
the Ninth Annual Institute on Federal 
Taxation of Rhode Island State College. 

The excess profits tax on corporations 
will be considered first, said Mr. Evans. 
This will produce the sorely needed addi- 
tional revenues to take care of the arms- 
spending program necessary to combat 
communism. 

Further increases in personal income tax 
rates of at least 10% and possibly 20% are 
imminent, Mr. Evans predicted. The 1950 
tax law is only the beginning of higher 
and higher taxes, he warned. The preser- 
vation of the American Way of Life re- 
quires our spending billions for its de- 
fense. 

War conditions will justify an excess 
profits tax which is supposed to capture 
the greater part of war profits. Such a tax 
is onerous because the rates are high. He 
believed that Congress would not re-enact 
the high 90-95% rates of the last excess 
profits tax law. He felt that the new rates 
might not exceed 70%. 

Congress will strive for equity in the 
new law. He assured there will be an ac- 
companying relief provision, with an ap- 
propriate base period for figuring “normal 
earnings. 

In enacting the law, he urged Congress 
to keep in mind the administrative difhicul- 
ties and questions in the disposition of re- 
lief claims cases. Involving the last relief 
provision, he stated that there are nearly 
1,000 cases before the Tax Court and some 
2,000 cases before the Excess Profits Tax 
Council in Washington. 

With such experience and background 
with respect to the last war's relief cases 
available to it, Mr. Evans was confident 
that Congress will enact a more practical 
and workable relief section to take care of 
a greater number of hardship cases. Con- 
gress and the administrative officials 
should be sympathetic and equitable in ap- 
proaching relief claim settlements. Other- 
wise, he predicted, burdensome and in- 
equitable results will follow insofar as dif- 
ferent taxpayers are concerned. 

He said no matter what Congress in- 
tends or does and how well, the relief sec- 
tion is bound to be complicated and can 
not take care of every hardship and deserv- 
ing case. He emph asized that as in the past, 
the relief provision will be most difficult 
of administration. 

Mr. Evans is a member of the New 
York Bar and a C.P.A. of New York and 
New Jersey. He is lecturer on Taxation at 
St. John’s University and a member of the 
Controllers Institute of America 
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THE POLLSTERS 
By Lindsay Rogers 


Reviewed by HAROLD A. KETCHUM 
Controller, Fasco Industries, Inc. 
Rochester, N. Y. 


The author is Burgess Professor of Pub- 
lic Law at Columbia University. 

The purpose of the book is to warn the 
readers against the grievous error of ac- 
cepting polled opinions at their face value. 
The author believes that many of the polls, 
including the most popular, are deceptive 
and lead the pollsters and their readers to 
erroneous conclusions. 

The first section of the book is given to 
the limitations inherent in polled opinions. 
These limitations are: 

1. There is a definite need for a well 
defined and mutually agreed upon defi- 
nition of what constitutes public opinion. 

2. If agreed that public opinion is an 
aggregate of individual views regarding 
public interest, how can these opinions be 
measured in their intensity ? 

3. Although our reporting and com- 
munication facilities are the best possible 
known to man, there are still large sec- 
tions of the public who do not have in- 
formation to justify the formation of an 
opinion, to say nothing of an intelligent 
expression. How can this mass of unin- 
formed people be scientifically weighed in 
a poll? 

i. Assuming that everyone had the 
complete facts at their disposal and could 
form an opinion, there are many who do 
not study public questions and therefore, 
do not form a rational opinion. 

5. Most people only concern themselves 
with problems in which they are directly 
interested. How can this indifference be 
weighed ? 

6. Many people react to problems emo- 
tionally rather than rationally. This hu- 
man limitation poses an important bar- 
rier to an intelligent and detached opinion. 

There are many questions in the 
public interest to which only a specialist 
can give a balanced decision. For instance, 
the author assumes that the public could 
be very well informed on the requirements 
of a streng Army and Navy. An informed 


public would favor military strength, suffi- 
cient to protect the country against possi- 
ble enemies. How can a layman determine 
what is sufficient strength ? 

8. Present polling techniques require 
an instantaneous reaction to a question 
which may be considered for the first time. 
The respondent, more than likely, would 
not have had sufficient opportunity to con- 
sider the problem fully. After giving his 
reaction, he may reconsider and revise his 
original answer. How can pollsters weigh 
results in such instances ? 

9. Many people are loyal to their early 
beliefs. Such loyalty is blind and is a 
frozen opinion, which is of lesser value 
than a considered opinion. How can these 
be segregated and evaluated ? 

10. Most ordinary people show a tend- 
ency to follow what they believe is, or will 
be, the majority opinion. Such opinions 
may be important, but are not significant. 
These opinions distort the final result. 

11. Experience has shown that an in- 
tense minority very often will persuade 
and change a passive majority. How can 
pollsters measure the intensity of a mi- 
nority ? 


The author concludes the first section, 
reemphasizing that at best, public opinion 
is vague, and that any mathematical meas- 
urement does not give the complete story 
and that such alleged mathematical results 
are sure to be deceptive and dangerous to 
those who are uninformed and indifferent 
to polling techniques. 

The second section is devoted to ques- 
tioning the use of polls. The pollsters 
would like their readers to believe that we 
govern ourselves as a Grand National 
Town Meeting and, although attendance 
at such meetings is a physical impossibil- 
ity, that by scientific sampling, we can de- 
termine individually how the voters want 
to act on any given question. The author 
elaborates on the danger of this assump- 
tion, emphasizing that the questions which 
our Government must resolve and solve, 
cannot be decided by the number of “‘yeas”’ 
and “nays.” 





The third section of the book deals with 
the pollster’s perpetual battle to improve 
his methods and to demonstrate his own 
infallibility. To clinch his argument that 
polling is a dangerous business at best, the 
author devotes a chapter on appraising 
previous election forecasts. In that pre- 
vious forecasts have been good, fair and 
bad, and follow no particular pattern, the 
author convinces the reader that reading 
“scientific forecasts” is at best, entertain- 
ing. 

In concluding the third section, the au- 
thor states that the pollsters have spent too 
much effort on finding a method and too 
little on appraising the limited value of 
the results obtained from their polls. 

The fourth section of the book invites 
the reader to evaluate for himself the data 
the polls have reported. The reader can- 
not help but agree with the author that the 
pollsters could render a great public serv- 
ice by emphasizing the extent of public ig- 
norance on major problems which affect 
their daily lives. 

The fifth and final section reverts to a 
further consideration of the political so- 
ciety of which we are members. The au- 
thor, being a Professor of Public Law, 

uotes freely from the classics and leads 
he reader into political philosophy. 

In conclusion, the book is poorly or- 
ganized for a reader who wants a precise 
evaluation of the fundamental limitations 
of polling public opinion. 

The first section is the longest, and by 
far the most informative. The reader can- 
not help but be impressed with the in- 
herent limitations of polling and should be 
convinced that measurements of public 
opinion cannot be used like measurements 
in physics. 

We agree with the author and The New 
Yorker, that it is merely a question of 
“Which pollster do you follow?”. 


Published by Alfred A. Knopf, Neu York. 
$2.75. 


PRICE DETERMINATION 


By W. J. EITEMAN, Ph.D. 
Professor of Finance, 
University of Michigan 


Business practice as contrasted to eco- 
nomic theory in price determination is the 
subject of this report, which is Number 16 
in the series published by the Bureau of 
Research, School of Business Administra- 
tion, University of Michigan. 

The six chapters in the report endeavor 
to present, in the words of the author, ‘A 
simple, accurate explanation of how busi- 
nessmen set prices and determine short- 
run outputs.” In other words, the author 
states, the theory of the book assumes the 
enterprise to have its plant and equipment. 
The problem is that of determining 
whether to operate this plant at minimum 
or at capacity output and of setting a price 
for the goods produced. (Continued on 
page 514) 
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Condensed Statement of Condition, September 30, 1950 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers 
U. S. Government Obligations . 
Loans and Bills Purchased . . 
Public Securities . . . . . 
Stock of Federal Reserve Bank 
Other Securities and Obligations 
Credits Granted on Acceptances 
Accrued Interest and Accounts 

Raseivenee = ie. ge we 
Real Estate Bonds and Mortgages . 


Items in Transit with Foreign 
Branches 


Reuk Peomieee 2s ck ts 
Other Real Estate. . . 


Total Resources 


$103,051,470.12 


- + $ 589,402,961.7 
993,379,420.24 
992,078,627.15 


9,000,000.00 
19,806,636.41 
11,984,803.23 


7,921,412.96 
17,377,908.03 


612,660.16 
169,754,890.91 

5,046,45 1.52 

16,777.40 

$2,749,679,129.00 


LIABILITIES 


ea ae ae eee 
Surplus Fund... . ‘ 
Undivided Profits. . . 
Total Capital Funds ‘ 
Deposits ode at oat aly ae ‘ 
Foreign Funds Borrowed . . . 
Acceptances... . 
Less: Own Acceptances Held for 
Sveum? Se ES 


Dividend Payable October 16, 1950 
Accounts Payable, Reserve for 


Expenses, Taxes, ete... . . . 


Total Liabilities . 


Securities carried at $120,082,242.1 


- $100,000,000.00 


200,000,000.00 


-  75,211,115.77 


- $ 17,781,541.85 


$ 375,111,115.77 
2,312,110,133.81 
225,000.00 


. . . . 


. . . . . 


4,063,537.29 
13,718,004.56 
3,600,000.00 


45,514,874.86 
62,232,879.42 
+ $2,749,679,129.00 


in the above Statement are pledged to qualify for 


fiduciary powers, to secure public moneys as required by law, and for other purposes 








J. LUTHER CLEVELAND 
Chairman of the Board 


WILLIAM L. KLEITZ 
President 


DIRECTORS 


Chairman of the Board, 
Duke Power Company 


GEORGE G. ALLEN 


WILLIAM B. BELL President, 
American Cyanamid Company 
F. W. CHARSKE Chairman, Executive 
Committee, Union Pacific Railroad Company 
J.LUTHER CLEVELAND Chairman of the Board 
W. PALEN CONWAY 
CHARLES P. COOPER President, 
The Presbyterian Hospital in the City of New York 
WINTHROP M. CRANE, Jr. President, 
Crane & Co., Inc., Dalton, Masa. 
STUART M. CROCKER President, 
1¢ Columbia Gas System, Ine 
of Davie Polk Wardwell 
Sunderland & Kiendl 
CHARLES E. DUNLAP President, 
jerwind-White Coal Mining Company 
GANO DUNN President, 
The J. G. White Engineering Corporation 
WALTER 8. FRANKLIN President, 


The Pennsylvania Railroad Company 


JOHN W. DAVIS 


Member Federal Deposit Insurance Corporation 


LEWIS GAWTRY 
JOHN A. HARTFORD = Chairman of the Board, 
The Great Atlantic & Pacific Tea Company 
CORNELIUS F. KELLEY Chairman of the Board, 
Anaconda Copper Mining Company 
MORRIS W. KELLOGG Chairman of the Board, 
The M. W. Kellogg Company 
WILLIAM L. KLEITZ Premdent 
CHARLES 8. MUNSON — Chairman of the Board, 
Air Reduction Company, Ine 
WILLIAM C. POTTER Retired 
GEORGE E. ROOSEVELT of Roosevelt & Son 
CARROL M. SHANKS President, 
The Prudential Insurance Company of America 
EUGENE W. STETSON Chairman, Executive 
Committee, Hlinois Central Railroad Company 
THOMAS J. WATSON = Chairman of the Board, 
International Business Machines Corporation 
CHARLES E. WILSON President, 
General Electric Company 
ROBERT W. WOODRUFF Chairman, 
Executive Committee, The Coca-Cola Company 











In the opening chapter, Dr. Eiteman 
@ BANKS describes the ‘‘conventional” theory of 
price determination. Chapter 2 presents a 
@ AIRPORTS picture of a business enterprise somewhat 
different from the conventional combina- 
@ OFFICES tion of fixed and variable factors. 
Chapter 3 describes the data which busi- 
@ FACTORIES ei use as guides in determining pol- 
rl icy. Chapter 4 suggests a new canal at 
visualizing demand forces. Chapter 5 then 
constructs a framework for a new theory 
from the discussion of the previous chap- 
ters. The theory laid out in this chapter is 
particularly applicable to firms oes sea 
a product somewhat different from the 
product of a competitor. 
Chapter 6 applies the new techniques to 
firms producing products that are identical 
with those of competitors. 


Savings & Loan Society Knows 
Value of Saving Money 


That’s why this Stamford, Conn., 


establishment chose Lamson Tubes : 
to speed deposits and passbooks to There is no chapter devoted to summa- 


and from this central control opera- ile rizing the author's conclusions as this task 
tor. Lamson speed and efficiency is wre a y is left for the reader when he decides 
a real money saver —a labor saver ees ; which of the two theories he prefers. 


—a timer saver. 
Published by University of Michigan. $1.00 


Airport Knows Value 
of Saving Effort OTHER BOOK ENTRIES 


KEEPING ON THE PROFIT BEAM. Ameri- 
can Management Association, Neu 
York, N. Y. 75 cents. 


CURRENT PROBLEMS IN INSURANCE Buy- 
ING. American Management Associa- 
tion, New York, N. Y. $1.00. 


Efficiency is a vital matter at an 
airport. That’s why the control 
room at this Washington, D. C., 
airport uses Lamson Tubes to keep 
in touch with all departments. 
These dependable Lamson Tubes 
send last minute weather reports 
and other information to planes on 


runway about to depert. RE-EVALUATING INSURANCE COVERAGES 


AND Costs. American Management As- 
sociation, New York, N. Y. 50 cents. 
Offices, Factories Know 

Value of Saving Time FINANCING PENSIONS—KEYING FINANCE 
Business offices and fectories can POLICIES TO THE ECONOMIC OUTLOOK 
take a time saving tip from this American Management Association, 
user. Use Lamson Tubes to con- New York, N. Y.75 cents. 
nect departments for quick dis- 
patch of mail — memos — inter- 
office correspondence — stock req- 


ACCOUNTING SysTEMS. By Oscar S. Nel- 

son and Arthur D. Maxwell. Richard 
uisitions and supplies. Time is D. Irwin, Inc., 3201 South Michigan 
money to businessmen and Lamson Avenue, Chicago, Illinois. $6.00. 
Pneumatc Tube Systems cut hours 
into minutes. 


MANAGEMENT RESEARCH IN RETAILING 

By H. Pasdermadjiam. Newman Book:, 
is London, England. By post 45s. 9d. 
SEND IN THIS COUPON Basic Cost ACCOUNTING. By Samuel 
If you have an organization with o Waldo Specthrie, M.B.A., C.P.A. Pren- 
steady flow of mail, telegrams, or- tice-Hall, Inc., New York. $5.00. 


ders or other papers between de- 
partments, floors and buildings — FUNDAMENTAL ACCOUNTING. By Stanley 


you're the man whose business can KY B. Tunick. Ph.D. LLB. CPA. and 
be helped by a Lamson Tube System 7 é Emanuel Saxe, Ph.D., J.D., CPA 
Prentice-Hall, Inc., New York. $6.65 


How TO RUN A SMALL BUSINEss. By 
J. K. Lasser. McGraw-Hill Book Com- 

LAMSON CORPORATION, pany, Inc., New York. $3.95. 

4100Aamson St., Syracuse, N. Y. j 

Please send me copies of your latest bulletins on P i i OFFICE METHODS, SYSTEMS, AND PRo- 

P y CEDURES. By Irvin A. Herrmann. Th: 
Ronald Press Company, New York 
$7.00 





for 
Name . Position 
THE DEVELOPMENT OF A POLICY FOR IN- 
DUSTRIAL PEACE IN ATOMIC ENERGY. 
Add Cit Stat . ss us 
i at wit By Donald B. Straus. National Planning 
L. 2 eee eee ee ee wall Association, Washington, D. C. $1.00 


Company 
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What Are Tomorrow’s 
Capital Requirements? 


Of all the goods and services produced 
by the American economy in any year of 
high-level activity, from 15 to 17 per cent 
may be expected to be “capital goods’ — 
plant, machinery, ‘‘goods to make goods,” 
offices, stores, schools, homes, hospitals, 
roads, etc.—according to estimates of 
America’s capital requirements for the 
riod of 1946-1960, which the Twentieth 
Century Fund has made public. 

The estimates of capital requirements 
are grouped in four main fields: urban de- 
velopment, commercial and industrial fa- 
cilities, transportation, and rural develop- 
ment. These four major fields are further 
broken down into twenty-eight general 
fields which represent on the average 
nearly 90 per cent of nonmilitary capital 
expenditures in this country. 

The study of America’s Capital Require- 
ments was prepared by Robert W. Hartley 
with the collaboration of Eleanor Wolkind 
and assisted by Maynard Hufschmidt and 
Sidney Jaffe. 

The Fund estimates of capital require- 
ments were originally prepared for use in 
the study of America's Needs and Re- 
ources by J. Frederic Dewhurst and As- 
sociates, but have been extensively revised 
since 1947 when this study was published. 

Almost one-half of our capital require- 
ments from 1946-1960 are estimated to be 
in only three of the twenty-eight fields of 
capital outlay covered by the Fund study. 
These three are: nonfarm housing, manu- 
facturing and mining facilities, and high- 
ways. The authors say: “If the require- 
ments in four more fields—business motor 
vehicles, educational facilities, electric 
power systems, and railroads—are added, 
then the seven together comprise almost 
two-thirds of the total.’ Breaking down 
the estimates in still another way, the au- 
thors show that about two-thirds of the 
requirements in the twenty-eight fields 
would be for various kinds of new con- 
struction and for improvement of our re- 
sources, while the remainder would be for 
durable machinery and equipment. 


Pension Plan Dangers Cited 


Increases in pension commitments are a 
lien on production which may become un- 
manageable unless the pension growth is 
offset by other factors, such as increased 
capital investment and higher worker out- 
put, Arthur H. Dean, of Sullivan & Crom- 
well, said recently before a meeting of the 
American Pension Conference. 

Business men should not fool them- 
selves that pension commitments entered 
into today are without cost because the day 
of reckoning is in the future, he said. The 
additional pensions, like wage and produc- 
tion cost increases, should be taken into 
full account, Mr. Dean added, in deter- 
mining costs and product pricing. 


PENSION PLAN ESTABLISHED FOR CONTROLLERS 
INSTITUTE EMPLOYES 

Effective July 1,1950, 4 pension plan of the noncontribu- 
tory type was established, covering the employes of the 
Controllers Institute and the Controllership Foundation who 
are between the ages of 30 and 65 and who have been with 
the Institute three years or more at the time the plan was 
initiated, or who have met these requirements on any annt- 
versary date of the plan. 

Mr. Frank B. Morgan, secretary-treasurer of the Pension 
Corporation of America, 20 Pine Street, New York, con- 
tributed most generously of his time and efforts, and his 
many suggestions were of invaluable assistance in the 
establishment of the plan. 
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DIVIDEND ENCLOSURE BROCHURE 


Working hand in hand with 

corporate management, we share 

their worries but never bother them 
with ours. If the service we rende 
borders at times on the spectaculay 

it is because we are better equipped 

in all phases of our work to do the 
unusual things demanded of us. Feu 
companies are so far removed from ow 
plants that they cannot benefit from 


Lineoln service. May we explain? 


PROXY STATEMENT 
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Behind the Scenes With 

YOUR INSURANCE COMPANY ... An 
insurance company service called Loss Preven- 
tion not only reduces accident and health haz- 
ards, but by reducing the opportunities for 
embezzlements, makes a vital contribution to- 
ward safeguarding business. 


44 A 
Here's an 


Inside Story 


about an 


Remembe r 


“I’m the President of a drug company. My main job has been 
building up our business and, back in 1945, I turned over 
our insurance buying to one of our executives. 

“It was only when profits took an unexpected dip that I again 
looked into our insurance picture. Our general insurance 
program seemed all right . . . but our protection against 
employee dishonesty was dangerously low! So low, in fact, 
that I called in our insurance agent. 

“He asked for a few days to check over the situation. After- 
wards he not only recommended a better plan of employee 
bonding but also came up with some practical suggestions 
about our internal safeguards and auditing. One of these 
suggestions nipped an embezzlement in the bud—caught one 
of our men cashing bonus and discount checks from drug 
manufacturers for his own use. We could have lost plenty. 
Right then Loss Prevention took on a new meaning to me. 
“That's why I won't forget the importance of employee bond- 
ing—no matter how large our business grows.” 


Employee bonds that keep pace 


with your business are your only sure safe- 


] 


guara 


against crippling embezzlement losses. 


Call one of our agents and have him set up 


this protection 


tailored to your needs. 


AMERICAN SURETY COMPANY 


AMERICAN SURETY GROUP 


NEW YORK CASUALTY COMPANY 
SURETY FIRE INSURANCE COMPANY 


Investment per 
Worker: $10,800 


An annual long-term capital investment 
of $25 billion is required in peacetime to 
provide jobs for the expanding American 
labor force, to replace existing equipment, 
and to assure increasing productivity, it 
was announced recently by the Machinery 
and Allied Products Institute. 

Emergency defense needs, added to nor- 
mal peacetime capital requirements, call 
for a thorough review of present and pro- 
posed public policies relating to invest- 
ment, particularly in the field of taxation, 
according to the Institute. A paramount 
objective of such a review is to assure that 
industry is provided with the necessary 
funds to finance capital needs. Of equal 
importance is the maintenance of incen- 
tives for industrial expansion. 

MAPI estimates that the existing in- 
vestment per worker in nonfarm industry 
is $10,800, including $9,000 of long-term 
capital. To equip additional workers with 
new tools of production requires a total 
investment of $14,000 per worker, includ- 
ing $12,000 in long-term capital. 

Thus, to equip an annual 500,000 in- 
crement in the private labor force requires 
$6 billion in long-term capital. Replacing 
wasting assets requires $15 billion a year. 
Providing for an annual one per cent ex- 
pansion of capital per worker requires an 
additional $4 billion a year. 

“It seems certain that the $25 billion 
requirement will be increased rather than 
diminished by the present emergency,” 
MAPI said. “Industry will be called on to 
invest billions in the construction of de- 
fense facilities, and in the conversion and 
adaptation of its existing capacity to mili- 
tary production. It is true that this added 
load could be accommodated by failing to 
offset the wastage of existing capital as- 
sets, or by slowing down the general rate 
of improvement in technology and pro- 
ductivity, but in the present state of the 
world this would be folly. 

“In a full-scale war, presumably of short 
duration, it is permissible, and indeed in- 
evitable, that the country’s productive fa- 
cilities should be allowed to deteriorate. 
But when we confront, as now, the pros- 
pect of a heavy armament program of in- 
definite duration, we must take a longer 
view. Under these conditions it is essen- 
tial, at whatever sacrifice of current con- 
sumption, not only to replace capital assets 
used up in production but to maintain a 
vigorous and dynamic expansion of our 
capacity to produce. For it is only in this 
way that we can carry the burden of arma- 
ments and still hope to regain later, and 
eventually to surpass, the level of con- 
sumption which we now enjoy.” 


* * * 


100 Broadway, New York 5, N. Y. 
| hil aaa eS 


* CASUALTY + INLAND MARINE - ACCOUNTANTS LIABILITY 


Manufacturing companies provide about 
14 million of the 42 million jobs held by 
wage and salary workers in the U. S., not 
counting those working on farms. 


FIDELITY + SURETY 





Customers Get $295,116 
Tax Refund 


Mrs. Sheila Annett, secretary at the 
Todd Company, Rochester, N. Y. ex- 
presses pleased surprise at the Treasury 
department check being shown her by 
Lawrence S. Callaghan, Todd vice-presi- 
dent and treasurer. Mrs. Annett is shown 
sorting just a few hundred of the 26,000 
claims from customers who will get the 
refunds as a result of receipt of the check. 

The $295,116.68 check was in settle- 
ment of a claim filed by Todd on behalf of 
its customers who had paid excess amounts 
of excise taxes on Todd Protectograph 
checkwriters, checksigners, and other office 
machines between 1945 and 1949. 

After seven years of legal effort Todd 
won from the Internal Revenue depart- 
ment a change in the ruling affecting its 
products, a lowering of the tax from 10% 
to 6%, and a rebate for its customers. 


Federal Tax Forum 
Dinner Slated 


The Annual Federal Tax Dinner of the 
Federal Tax Forum will be held at the 
Hotel Roosevelt, New York, on Novem- 
ber 9. 

E. I. McLarney, Deputy Commissioner 
of Internal Revenue will be the guest of 
honor and the speaker will be A. Sharpe, 
Special Assistant to the Attorney General ; 
chief of the Trial Section, Tax Division, 
Department of Justice. 

A number of Internal Revenue officials 
will be guests. Tickets for the dinner at 
$10.00 each may be obtained from the 
Secretary of the Forum, Eugenia J. Rey- 
nolds, 902 Broadway, New York City. 





DEFENDABLE FACTS 
STANDARD 
APPRAISALS 


Standard Appraisal Co. 


6 Church St. New York 
Branches all principal cities 
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How were these copies made? 


They were mimeographed! Yes, 
MODERN mimeographing 
now actually reproduces print- 
ing type faces and intricate 
drawings—and still is un- 
challenged for over-all econ- 
omy. Now adda host of other 
bonus features. For example, 
duplicating in 4 or more colors 
at one time... two-sided work 
on thinner paper . . . mimeo- 
graphing on almost every 
kind of paper and card stock. 


peehe 
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Such extra versatility above 
and beyond routine mimeo- 
graphing now makes this 
process more useful than ever. 
For a free portfolio of MOD- 
ERN mimeographing samples 
and full facts, send the coupon. 
Do it... write now! Learn 
how you can save through 
MODERN mimeographing 
with A. B. Dick products—for 
use with all makes of, suitable 
stencil duplicating products, 


> A-B-DICK 


THE FIRST NAME IN MIMEOGRAPHING 


A. B. DICK COMPANY, Dept. FM. C-1150 
5700 West Touhy Avenue, Chicago 31, lil. 


With no obligation to me, please send free portfolio samples and full 
facts about MODERN mimeographing. 


NAMI 


ORGANIZATION 


ADDRESS 


STATE 
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| ET us do that repetitive payroll work for 


you the modern, streamlined way— 


—on our specially designed high-speed 


alphabetic and numeric tabulating machines. 


We do complicated payroll registers and 
other payroll data in much less time than is 
required by a normally competent staff—and 
you save money since you pay us only on the 
basis of the actual machine time used! 


From now on, you can forget about costly 
about getting the payroll 
about government reports! 

all your forms, even unsigned 


payroll errors 
mut on time 
We'll prepare 


Find out how much 


YOUR FIRM 
CAN SAVE... 


. . . by having your payroll records 
prepared the modern, efficient way! 


checks if you desire. All work is confidential— 
and checked by bank standards. 


Send for this 


FREE 


informative 
brochure now! 


Other tabulation services: Let us tabulate 
your sales, orders, prices, costs, inventories, 
vouchers, special reports and other statistics— 
just as we have been doing for many of 
America’s leading firms for half a century. 
Write to: 


Recording and Statistical Corporation 


CHICAGO + BOSTON 


DETROIT - 


MONTREAL * TORONTO 


100 Sixth Avenue, New York 13, N. Y. 








ANNUAL REPORT .. . 


ANNUAL HEADACHE? 


Turn the Entire Job Over To Pandick 


Pandick clients find us capable 


of working out every step in the 


preparation of an annual report—whether it’s to be an elaborate or a 


modest booklet. 


Our professionally-trained layout and design department will be glad 


to create a “dummy 


for your consideration. We take over all the 


production details. And we can expand on your rough copy, if you wish, 


We consider this service just part of 


doing a thorough job, May we help vou? 


Pandick Press, he 


ablished 1923 


A QUARTER ¢ 


ENTURY 





22 THAMES ST., NEW YORK 6 
REctor 2-3447 


71 CLINTON ST., NEWARK, N.J. 


MArket 3-4994 
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Pension Liabilities May 
Reduce Investor Interest 


Pension liabilities, now largely unrec- 
ognized in formal accounting statements, 
will place a mortgage on industrial con- 
cerns which will have to be paid before 
any benefits can go to stockholders. This 
is the opinion of Dr. Paul Kircher of the 
University of Chicago School of Business, 
writing in the October Journal of Accoun- 
tancy. He believes that pension obliga- 
tions will soon have to be shown in finan- 
cial reports and that this will make it 
harder to attract investors to companies 
with high ere claims against them. 
Dr. Kircher, a certified public account- 
ant, lists seven factors which determine 
the cost of a company pension plan. They 
are: 
1. The number of employes to reach 
retirement age each year. 

. The average benefit for retired em- 
ployes. 

. The average period the benefit will 
be paid. 

. Interest accumulated on the pension 
fund. 

. The expense of pension administra- 
tion 

. The pension’s effect on taxes. 

. The pension amount contributed by 
the company which it cannot with- 
draw. 


Kircher recommends that all these fac- 
tors be carefully studied by management 
because once a pension agreement is 
signed, the accrual of pension costs could 
result in the addition of an enormous lia- 
bility to the statements of most companies. 

He points out that the total pension 
liability of 20 million workers each aver- 
aging accruals of $5,000 would be $100 
billion. “The total in the country might 
eventually be of the order of hundreds 
of billions of dollars,” says Kircher, ‘‘an 
amount that would change many of our 
economic calculations.” 

It is dangerous for a company, says 
the author, to refrain from stating pen- 
sion liabilities in its annual report. “Pen- 
sions are an important economic fact,” 
he stresses, ‘which will affect both the 
distribution and inevitably, the production 
of national income.”’ 

After drafting a pension program, man- 
agement should send it to the Bureau of 
Internal Revenue, the author advises. The 
Bureau will rule in advance on the tax 
qualification of the plan. ‘Management 
should certainly avail itself of this privi- 
lege,’’ he concludes. 

** * * 

Only by increasing production per 
worker by 30 to 35 per cent during the 
next ten years will it be possible to main 
tain the greater population at a standard 
of living equal to, or better than, today’s 
level.—John L. Collyer, a CED trustee and 
chairman and president of B. F. Goodrich 
Ca 





St. Louis Control Completes 
Its Fifteenth Year 


On Tuesday, September 26, the St. 
Louis Control of Controllers Institute cele- 
brated its fifteenth anniversary, marking 
the occasion with a dinner meeting at- 
tended by several past presidents of the 
Control and receiving words of greeting 
from those who could not be present at the 
occasion. 

Walter Mitchell, Jr., managing director 
of the Institute talked on the work of the 
National Committees and the National 
Office of the Institute with particular 
emphasis on the controller's part in eco- 
nomic mobilization as well as on the Insti- 
tute’s plans for active cooperation with the 
American Accounting Association and the 


ollegiate schools of business in the devel- 3 e 
po of a better ear for “sed Don t let th lS 
corporate accounting and control. —— 
es 
/ 
Probe of Pension cost you your job e 


Problems Begun n A FLASH OFFICE FIRE... VITAL RECORDS 
ay Ne 8 amg tg BURNED TO A CRISP, IN SECONDS... 


lem by the Twentieth Century Fund is 
now under way. The study will include an 
analysis of the economic problem of the Tough luck for the person-in-charge-of-records who didn’t know these facts: 
aged, of federal social security, private 
old-age pension plans and veterans’ pen- Ordinary wooden or metal files can’t be trusted to protect 
sions. Because of the urgency of the whole any vital records against fire. Temperatures above 350°F. 
pension problem in view of the mush- common even in a flash fire—cremate papers instantly 
rooming of private plans, the Fund hopes without exposure to flame... : 
to have the research report completed 
within a year. 

Heading the research staff for the new 


Suppose your company’s records burned!—could you 

furnish sufficient proof of loss to collect on fire insur- 

project is John J. Corson, Assistant Busi- ance? More important, could you duplicate all the 

ness Manager of the Washington Post and records your company must have to stay in business? 

formerly Director of the Federal Old-Age Remembers Some of the most disestrees fires heve 

and Survivors’ Insurance Bureau. Associ- occurred in fireproof buildings. And 43 out of 100 firms 
that lose their records in fire, never reopen. So don’t 


ated with him as co-director is John W. : , 

McConnell, Professor of Industrial Rela- gamble with your company’s future. . . or your own! 

tions at the School of Industrial and Labor -GET POSITIVE PROTECTION, NOW! Install Mosler 

Relations at Cornell University. st Insulated Record Containers . . . They provide the con- 
stant, on-the-spot protection of a one-hour 
Underwriters’ [chieetesie, Inc., Class C, tested and 
approved safe-- plus the convenience of a modern, 


Real Wages Triple in 50 Years efficient filing system. Insulated receding door locks 


In the last 50 years real wages per hour on ee .. . Seals fire out! Yet, it costs 
° ° . “ sc > $ € > “ti 
in the United States have increased more Caster Cae eens Se ” Whe ee ee ae ila 

2 . . of a file with the protection of a \ é ) Crs 8. See YO osier dealer today, 
than threefold according to the latest sate. Availablein?, 3.or4drawer Nd be sure! Send for the illustrated booklet, ‘Mosler 
Committee for Economic Development heights, letter or legal width— Insulated Record Containers.” 


Statement on National Policy which was Seen any re 


entitled ‘‘How to Raise Real Wages.’ To- 
day the average employe receives about le osler afte G 
$1.34 an hour. Back in 1900 the average ? 
was about 43 cents an hour in terms of Main Office: 320 Fifth Avenue Since 1848 
1949 prices. This represents an increase of Seow Voot 1 m8 ¥ — — — — —FILL OUT AND MAIL TODAYI-— — — — — 
nearly 2.5 per cent per manhour per year. ve ae. goheipat einen 
Allowing a changes in prices, an hour's waaveg: Renn: Se run Manse Gate Oe.) pees: © 

8g & I 4 Largest Builders of Safes 320 Fifth Ave., New York 1, N. ¥ 
work of an average employe today can buy and Vaults in the World af 
more than three times as much in goods ries yeni akg 
and services as an hour of work 50 years : ] The new free beokint, “Meder sneulnted: Revert 
ago. Broadly speaking, real wages (what - The name of my nearest Mosier Dealer 
money wages can buy) determine how " Name 
well workers are able to live. Hence, the ( Firm 
problem of raising the standard of living Address 
of wage earners is primarily one of raising 
real wages. 


Builders of the U. S. Gold Storage 
Vault Doors at Fort Knox, Ky. 





Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


JOHN A. REDFIELD (#4343-1948) is 
now associated with Dantore Division, 
Dant & Russell, Inc., Frieda, Oregon, as 
general manager. Mr. Redfield formerly 
served as controller of Northwest Door 
Company, Tacoma, Wash. 


WALTER A. SMITH (#2946-1944) has 
been named controller of the Crosley Di- 
vision of Avco Manufacturing Corpora- 
tion, Cincinnati. Mr. Smith was formerly 
with the Crosley Broadcasting Corp. as 
controller. 


H. Watson Pappock (#2535-1943), 
formerly comptroller, Union Bag and 
Paper Corporation, New York, is now 
connected with American Radiator and 
Standard Sanitary Corporation, New York, 
as assistant comptroller. 


L. GoRDON LuZMOOR (#4327-1948), 
former controller, Erle P. Halliburton 
Company, Los Angeles, has accepted the 
position of controller of the Day and 
Night Division of Afhliated Gas Equip- 
ment, Inc., Monrovia, California. 
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VeRL L. ELLIOTT (#341-1934) was re- 
cently elected an honorary member of 
Beta Alpha Psi, 
national account- 
ing fraternity. 
Mr. Elliott, who 
is also a member 
of Sigma Kappa 
Phi, accounting 
fraternity, is a 
past national 
president of Con- 
trollers Institute 
of America, and 
is at present a 
trustee of Con- 
trollership Foundation. He has been con- 
troller of the Atlantic Refining Company, 
Philadelphia, since 1926. 


MR. ELLIOTT 


EpGarR A. CLAFFEY (#4690-1949), 
former comptroller of Indianapolis Rail- 
ways, Inc., Indianapolis, has been made 
treasurer of his company. 


Epwin H. BRowN (#4814-1950), con- 
troller of Great Lakes Refining Division 
of Petco Corporation, Blue Island, IIli- 
nois, is now comptroller for the entire 
Petco Corporation, Milwaukee. 


GLEN B. MILLER (#4896-1950), comp- 
troller of Allied Chemical & Dye Corp., 
has been named a vice president of Al- 
lied. 


LAWRENCE E. DENMAN (#4888-1950), 
controller, Chapman & Smith Company, 
Chicago, is now affiliated with Hibbard 
Spencer Bartlett & Co., Evanston, Illinois, 
as assistant comptroller. 


OLIVER R. MARCH (#2392-1943), 
formerly chief accountant with Niagara 
Chemical Division, Food Machinery & 
Chemical Corporation, Middleport, N. Y., 
has joined the Warsaw Elevator Company, 
Warsaw, N. Y., as assistant comptroller. 


THEODORE F, GLOISTEN (#2133- 
1942), controller of the American Home 
Magazine Cor- 
poration, and 
N. O. Wrn- 
KooP, controller 
of McGraw-Hill 
Publishing Com- 
pany, Inc., par- 
ticipated in the 
recent Annual 
Meeting of the 
National Associ- 
ation of Maga- 
zine Publishers. 
They presented a 
report on uniform accounting definitions 
and comparative cost studies for the mag- 
azine publishing industry. Mr. Gloisten is 
a national director of the Controllers In- 
stitute of America and past president of 
the New York City Control. 


MR. GLOISTEN 





A. JAMES SMITH has been appointed 
treasurer of J. P. Stevens & Co., Inc., 
New York, succeeding WILLIAM FRASER, 
who has resigned after 51 years of serv- 
ice. KENNETH W. FRASER (#4339-1948), 
son of William Fraser, has assumed the 
newly created office of financial vice pres- 
ident. Mr. Kenneth Fraser has ben with 
the company for 13 years, the last four 
as comptroller. 

CHARLES E, BAXTER (#340-1934) suc- 
ceeds Mr. Kenneth Fraser as comptroller. 
He has served as assistant comptroller of 
the company at its New York office since 
1947. 


THomMas M. McDapeE (#4980-1950) 
was recently advanced from manager of 
Accounting, Budgets and Methods to as- 
sistant controller of General Foods Corpo- 
ration, New York. 


E. F. JUNGKANS (#4591-1949) was re- 
cently named to the Board of Directors 
of Ladish Malting Co., Milwaukee. Mr. 
Jungkans holds the title of treasurer, hav- 
ing been advanced from controller. 


THoMaAsS P. CarRLeEy (#1180-1938). 
treasurer of the Englander Company, Inc., 
Chicago, was in- 
jured in an auto- 
mobile accident 
on September 
24th near Des 
Plaines, Illinois. 

Mrs. Carley, 
who was riding 
with her hus- 
band at the time 
of the accident, 
died as a result 
of the crash. Mr. 
Carley, who was 
elected a regional vice president of the 
Controllers Institute at the recent Annual 
Meeting in Chicago, was confined to St. 
Lukes Hospital, Chicago, for some time 
after the accident. 


MR. CARLEY 


James L. Dour (#4195-1948), profes- 
sor of accounting at Columbia University 
School of Business, has been appointed 
editor of the handbook on public account- 
ing practice, to be compiled by the Amer- 
ican Institute of Accountants. 

Prof. Dohr is a CPA, lawyer and au- 
thor of several books and magazine ar- 
ticles on accounting and business sub- 
jects. He nominating 
board of the newly established Account- 
ing Hall of Fame at Ohio State Univer- 
sity. 


served on the 


MortTIMER J. Fox, JR. (#4102-1947), 
assistant to the president of Schering Cor- 
poration, Bloomfield, N. J., has been 
elected treasurer. He succeeds C. F. 
EuricH, who has been retired after hav- 
ing served the company for 12 years 


FreD H. RuFF (#4070-1947), formerly 
controller, Compania de Acero del Pa- 
cifico, Santiago and Concepcion, Chile, 
is now treasurer and assistant secretary of 
the Kerotest Manufacturing Company, 
Pittsburgh. 


EARL R. MARTIN (#3621-1946), former 
controller of B. F. Avery & Sons Co., 
Louisville, Kentucky, is now associated 
with Arthur Andersen & Company, Chi 
cago. 


R. W. BLAND (#4188-1948) formerly 
controller, Consumers Cooperative Asso- 
ciation, Kansas City, Mo., is now con 
nected with Panhandle Eastern Pipe Line 
Company, Kansas City, in the Treasury 
Department. 


RUSSELL M. 
RIGGINS (#107- 
1932) has been 
appointed chair- 
man of the Sub 
Panel on Budg- 
etary Procedures 
for the Depart- 
ment of the 
Army. He is a 
partner of Ar- 
thur Young & 
Company, Hou- 


ston, MR. RIGGINS 


C. L. BURNDAHL (#4342-1948), for 
merly controller, Balaban & Katz Corp 
Chicago, is now controller of the Wahl 
feld Manufacturing Company, Peoria, II 
linois 


W. F. STAEGEMANN (#3556-1946) 
formerly controller of the Day and Night 
Division of Affiliated Gas Equipment 
Inc., Monrovia, Calif., is now associated 
with the Sanitary Scale Company, Belvi 
dere, Illinois, as secretary, assistant treas 
urer and controller 

GLEN E. Foster (#1286-1938) has 
been advanced to vice president of the 
Brooklyn Union Gas Company. Mr. Fostet 
joined the company in 1933 as an assist 
ant auditor, controller in 1937 
and an assistant vice president in Decem 
ber, 1945. 


became 


Rospert D. Hitt (#4000-1947), 
urer of Taylor-Wharton Iron and Steel 
Company, High Bridge, N. J 
cently elected vice president of the com 
pany. He will continue to serve as treas 
urer. Mr. Hill, a C.P.A., was formerly 
with Noma Electric Corporation, th 
Union Switch and Signal Company and 
served as a special agent with the FBI 
before becoming the chief financial and 
his present con 


i 


treas 


was fr 


accounting executive of 
pany 


JAMES M. GIBBONS (#708-1936), con- 
troller of Standard Cap and Seal Corpo- 
ration, Chicago, 1930-1942, is now secre- 
tary and controller of Basca Manufactur- 
ing Co., Inc., Indianapolis. 


ARTHUR WoORSNOP (#3329-1945), 
formerly treasurer, North American Phil- 
lips Co., Inc., New York, has joined 
Nepera Chemical Co., Inc., Yonkers, 
N. Y., as controller. 
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MR. BLACKBURN and MR. DENNETT 


RAYMOND P. DENNETT (#3657-1946), 
comptroller of Kraft Foods Company, 
Chicago, was honored for 25 years service 
with the company at a luncheon given at 
the Lake Shore Club, Chicago, on Sep- 
tember 14. 

O. A. BLACKBURN, secretary-treasurer 
of Kraft, extends greetings (above) to 
Mr. Dennett after making the presenta- 
tion of a specially engraved gold watch 
as a memento of the gala occasion as well 
as a Service Citation from the president 
of the company, JOHN H. KRarT. 

Mr. Dennett studied business admin- 
istration at Ferris Institute, Big Rapids, 
Michigan and at the Pace Institute, New 
York. He was associated with Arthur 
Young & Co., New York, and while there 
obtained his C.P.A. degree in 1925. 

He joined the Phenix Cheese Company 
in August, 1925, and when this company 
became a part of Kraft, he became a gen- 
eral cost accounting executive for the 
merged companies. In 1935 he became a 
member of the comptroller’ staff, in 1944 
was made assistant comptroller and in 
1945 was appointed comptroller. 

Mr. Dennett is a director of the Chi- 
cago Control of Controllers Institute of 
America. 


WiLtiAM H. WaTKINs (#1088-1937), 
former controller of Hewitt-Robins Inc.. 
Buffalo, has been 
appointed treas- 
urer and ELLIS 
B. GARDNER, 
of New York, 
former assistant 
controller, has 
become control- 
ler. Mr. Watkins 
has been with 
Hewitt for 25 
years, having 
started as a cost MR. WATKINS 
consultant. In 
1936 he was appointed assistant treasurer 
in 1945 he assumed the duties of con 
troller. 

Mr. Watkins served as president of the 
Buffalo Control of Controllers Institute, 
1948-49, 


W. E. LYNAM (#4468-1949), formerly 
general auditor of the Wells Fargo & 
Union Trust Company, San Francisco, has 
been elevated to the position of vice pres- 
ident and comptroller of the company 





JoHN Howzpy (#3258-1945), busi- 
ness manager, Deering Milliken Research 
Trust, Greenwich, Conn., has recently 
joined the Tupper Corporation, Farnums- 
ville, Mass., as controller. 


A. F. DoLLaR (#3776-1946), R.C.A. 
International Division, New York, has 
been named director of Accounts and 
Finance of the company and L. R. SCHORR 
as controller. 





Obituary 





Sam R. Harwell (#3902-1947), comp- 
troller of the Magnolia Petroleum Com- 
pany a aang Dallas, Texas, died on 
September 23, 1950, after an illness of 
three months. He was 57. 

Mr. Harwell had been associated with 
Magnolia for 30 years. After receiving 
his degree in 1920 from University of 
Texas, (where he was an outstanding 
football star), he was employed as a mem- 
ber of Magnolia’s sacieactien account- 
ing division. In 1934 he was transferred 
to the comptroller’s department and in 
1946 was elected comptroller. 

The executive was active in the Ameri- 
can Petroleum Institute, Mid-Continent 
Oil & Gas Association, the National As- 
sociation of Cost Accountants and the 
Annual Accounting Conference of Texas 


A. & M. College. 


Robert D. Emshwiller (#2745-1943), 
51, formerly controller of McDonnell’s 
Restaurants, Los Angeles, Calif., died on 
September 5, 1950. 

Prior to joining McDonnell’s in 1942, 
Mr. Emshwiller served as assistant to the 
president of the Wilshire Oil Company, 
Los Angeles, as well as being a member 
of the Board of Directors of the company. 


John D. Brawner (#2858-1944), vice 
president and treasurer of Hendler Cream- 
ery Company, died October 4, 1950 at 
University Hospital, Baltimore, at the age 
of 56. 

He had been associated with his com- 
pany for 28 years and also was controller 
for the southeastern district of the Borden 
Company. 


William H. Emes, 66, comptroller of 
the companies of the America Fore In- 
surance Group, New York, died in New 
York Hospital on September 21, 1950 

Mr. Emes began his career with 
the Continental Insurance Company, of 
America Fore, when he was fourteen. He 
became chief clerk in 1912 and assistant 
to the auditor in 1916. 

In 1924 Mr. Emes was appointed as 
sistant auditor and then auditor. As other 
companies joined the Group, he became 
auditor of each, and for the last 15 years 
had been comptroller of all five of them 
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Analyzes National Security 
Challenge to Freedom 


A warning that continuing crisis may 
undermine and eventually destroy free 
institutions in the United States was 
sounded recently by Prof. Harold D. 
Lasswell, noted political scientist, in a 
research report issued by the Committee 
for Economic Development. Pref. Lass- 
well’s book, “National Security and 
Individual Freedom,” is part of the 
research initiated by CED's Research and 
Policy Committee of businessmen in 
their own analysis of the security-free- 
dom problem. Their findings were 
published in a Statement of National 
Policy issued by them in December, 1949. 

The author whose book presents his 
own views and not necessarily those of 
CED, is a professor of law at Yale Uni- 
versity and a member of CED’s Research 
Advisory Board. He declares that the 
most drastic fate that could befall man- 
kind, aside from physical annihilation, 
is the turning of the clock back from 
the hour of freedom, and the forging 
anew of the chains of caste in the heat of 
chronic crisis. This is the true measure of 
the peril represented by the garrison- 
prison state, which has already emerged 
in the Soviet Union, and which it is the 
aim of sound policy to prevent in the 
United States and elsewhere on the globe. 

Prof. Lasswell observes, ‘Plainly the 
national security of America demands all 
of the sacrifices necessary to preserve 
American independence. This calls for 
the development of an American garri- 
son to be defended against aggression. 
If the crisis continues for years, as seems 
probable, and rises to even higher levels 
of intensity, as seems likely, effective 
freedom of choice will be restricted by 
the necessities of defense. One urgent 
problem, which is the problem with 
which we are particularly concerned in 
this book, is how to keep these sacri- 
fices of freedom at the lowest point con- 
sistent with national security, since an 
unnecessary loss of freedom is an un- 
necessary blow to security. Our aim is 

prevent successful aggression by 
totalitarian dictatorship without becom- 
ing transformed in the process into a 
garrison prison. 

Prof. Lasswell’s report assesses some 
of the formidable dangers ahead, meas- 
ures them against the basic values and 
principles of American policy, and sug- 
gests alternatives of action open to the 
President, the Congress, the courts and 
the public. 

“At all levels . . . special attention 
needs to be paid to the relation of the 
(security) program to four traditional 
principles of national policy,” in Prof. 
Lasswell’s opinion. “They merit em- 
phasis because they are peculiarly likely 
to be violated during a prolonged period 


of crisis. Every program put for- 





ward on behalf of national security 
needs scrutiny in terms of four questions: 


"1. Is there a threat to the principle of 
civilian supremacy in our system of 
government? 

. Does the policy involve a threat to 
freedom of information? 

. 1s there danger to the civil liberties 
of the individual? 

j. Does the policy violate the principle 
of a free as against a controlled 
economy? 


“If the answer to any question is in 
the affirmative, the problem is to deter- 
mine whether the potential loss of free- 
dom can be avoided or reduced without 
endangering national security beyond 
the margin of reasonable risk.” 
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the Controllers Institute of America, is 
chairman of the Institute Committee of the 
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of Business Administration is chairman of T Enter the amount to 

the Faculty Committee. Mr. Lindahl, who 
retired as vice president-finance of Car- 
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New Guide Book for 


Annual Reports Issued 

An executive Guide-Book to effective 
annual reports was issued at the recent An- 
nual Awards Banquet of Financial World 
held in New York on October 30. 

Published by Davis, Delaney, Inc., of 
New York, the booklet entitled, ‘Planning 
the Annual Report to Achieve Your Pur- 
pose,” summarizes the thinking of top 
managements who plan their reports to fit 
the interests of a wide variety of readers. 

The booklet, written by Henry B. 
Dalby, also outlines successful procedures 
followed by managements in preparing MARCHANT CALCULATING MACHINE COMPANY 


and issuing prize winning annual reports ae = ee bis 
Please send me free literature about the new Mar 


It contains a summary of subject matter Gent Gateutanace 
which the effective annual report should 


contain. Name and Address: 
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RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number, Closing date 10th of preceding month. 


Address box number replies to 


THE CONTROLLER 
One East Forty-Second Street 
New York 17, N. Y. 


Replies will be forwarded. 





HELP WANTED 





ACCOUNTING EXECUTIVE 


Established profitable company requires man 
age 35-40 with good personality, broad experi 
ence, to understudy chief accounting and 
financial officer. Excellent opportunity for ad 
vancement in near future. Replies confidential 


Box 1039. 





SITUATIONS WANTED 





TRAVELING AUDITOR, travel, 15 
accounting and auditing, 
Revenue Agent. Age 39 


Box 1040 


100% 
two 
Salary 


years years 
Internal 


$6,000.00 





TREASURER-CONTROLLER 

or ASSISTANT 
Age 48—BCS Degree NYl 
heavy cost experience, standard and process 
controller, 


1927. Three years 


costs, 17 years treasurer and 


medium-sized manufacturing organization, 
Heavy budgetary and 


Income and State 


Federal 
Member 


management committee on sales, purchasing 


labor rela 


control 


cost 
Franchise Taxes 
distribution, 

Box 1041 


manufacturing and 
tions. Salary $12/15,000 





CONTROLLER- 
MANAGER 


ASSISTANT 
ACCOUNTANT-OFFICE 
Ten years excellent experience in all phases 
audit and 
management Ex 


of accounting, systems, internal 
control, business and office 
ceptional ability and qualifications. Draft ex 
empt, 30 New 
York or Boston metropolitan areas Starting 


" 
saiary 


Position desired in Greatet 


$5.000. Box 1042 
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ADD TO YOUR LIBRARY the 
pamphlets containing the papers delivered at 
the 19th Annual Meeting of Controllers Insti 
tute (see p. S01 for tt Single copres—50¢ 
Set of tour——-$1.75 ) iles tax in N.Y.C.) 

Box P, Con 
New York 17 


four new 


Remittance requested th order 
trollers Institute, 1 t St 


N.Y 





NOTE: Tue ConTROLLER reserves the right to ac 
ept, reject or censor classified copy and takes no re 
sponsibility for the people contacted through this col 
umn nor does it guarantee any item bought or sold 





Economic Aspects 
Relating to Industrial Pensions 


Excerpts from an address by Walter H. 
Dupka, vice president and controller, 
Jones & Laughlin Steel Cor poration, Pitts- 
burgh, at the Metals Manufacturing 
Conference, 19th Annual Meeting of the 
Controllers Institute. Mr. Dupka's full 
manuscript was published in a pamphlet 
entitled “Balance in the Realm of Pension 
Planning,” available at 50 cents from 
Controllers Institute of America, One East 
Forty-second Street, New York 17, N.Y. 


eres and the general public must realize 
that the cost of pensions, public and pri- 
vate, is even at present a heavy burden on 
the American economy. This burden will 
grow heavier and heavier as time goes on. 
However, I believe the American people 
are committed to the fundamental prin- 
ciple of Old-Age Pensions. What propor- 
tion of the cost is to be borne by industry, 
labor and government is still to be deter- 
mined. 

Security for old age cannot be ultimately 
achieved by the signing of an agreement 
between employer and employe or by legis- 
lation. It can only be achieved by increased 
productivity accomplished in part by tech- 
nological improvements and capital in- 
vestment accompanied by the removal of 
artificial restraints imposed by labor unions 
on production. Larger output with less 
cost will, in a large measure, contribute to 
alleviating the burden industry has taken 
upon itself in the form of free pension 
plans. 

Pension contributions made to govern- 
ment or toward financing private plans, 
like wages, are an element of costs. If 
advanced too rapidly, they will be passed 
on in the form of increased prices, re- 
sulting in diminishing purchasing power 


of the dollar. If the entire increased costs 


are borne by industry, they will result in an 
overload on business income, with possible 
risk of breakdown in the whole private 
pension system, and the general oom on 
business of discouragement of enterprise, 
slowing down of industrial progress and 
unemployment. 

Soundly conceived, private pension 
plans can become an important factor in 
the National Old-Age Retirement Pro- 
gram, as well as redound to the benefit of 
industry itself. 

What are the economic aspects of these 
industrial pensions ? 

First; Primarily, of course, is the cost to 
industry. Actuaries have calculated the 
estimated cost of these plans. According to 
the proxy statement to its stockholders, the 
noncontributory pension cost to the United 
States Steel Corporation for past service 
benefits was estimated to be $677 million, 
and the average annual cost for both past 
and future service is estimated to amount 
to $60 million. On December 31, 1949, 
there were approximately 290,000 em- 
ployes of the corporation and its subsidiary 
companies, or more than an average of 
$200 per employe per year—equivalent to 
approximately ten cents per hour. It is 
only fair to state that the application of 
the increased benefits of the amended 
Social Security Act will somewhat reduce 
this annual cost. In any event, the amount 
is still a substantial charge against earnings 
and will become larger as the years go by. 
This is only one of the many corporations 
similarly affected. 

The immediate effect of the impounding 
of these huge sums is, of course, to with- 
hold large amounts which would otherwise 
be invested in the business, either to in- 
crease working capital or for — expan- 
sion; thereby increasing productivity and 
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providing additional employment. The 
alternative of the foregoing would, of 
course, Fe to pay larger dividends to 
stockholders, thus increasing the purchas- : ey 
ing power of the recipients. ee Capital and Labor today are writing 
Second: While the full cost of present ; a new pension plan into one out of 
private pcnsion plans is staggering, the ° et se 
future promises no relief. Present union every eight contracts they sign. 
contracts provide for the deduction of Wheth faci - 
government pensions from the amount to ether you are facing a pension 
be financed by industry. What will be the problem for the first time, or will be 
next demand of the unions ? Will they confronted with one later on, or simply 
insist that only one-half of the cost of 
government pensions be applied against want to be sure that your present plan 
industry-financed pensions for the reason = is fully adequate, you will find our new 
that, theoretically at least, one-half of the A : ae 
cost of government pensions is borne by pension booklet extremely helpful as a guide to the selection 
the employe? Will this be followed later of competent pension advice. 
with a demand that no offset of govern- 
ment pensions be made against private Write or telephone our nearest office today for your own free 
pe s? . . ” 
PT bind : Until the cost of private pension copy of “How to be Sure of Having the Best Pension Plan. 
plans is fully covered by funding, they 
become more costly when they can be least ALEXAN DER & ALEXAN DER 
afforded. With a recession of business and 
consequent | unemployment, employes INCORPORATED 
reaching retirement age will accept the eo 
pension offered and thus put the burden on 
the employer when he ban least afford it. Insurance Brohers | ) Consulting Actuaries 
Fourth: The constant increase in the 
annual earnings of wage earners will have NEW YORK « CHICAGO ¢ BALTIMORE 
the result of increasing future pensions, ST. LOUIS e LOS ANGELES © TULSA @ CLARKSBURG 
because industrial pensions are generally 
measured by the average earnings over the 
last ten years of employment. For example, 
it is predicted by prominent economists 


that at the rate wages have been rising, the 
average annual wage per worker will ex- FOTO-FLO A NEW, SPEEDIER, COST-CUTTING 
ceed $8,000 by 1980, as compared to ap- PHOTO-COPYING MACHINE 
proximately $3,500 today. Obviously, this 
will substantially increase future pensions 


with increasing costs to industry. 


Fifth: Another phase of the pension DAYLIGHT typed printed drawn or 
question is the effect on the security OPERATION ¥ ~“ 
market. Increase in pension benefits re NO photographed in actual, 


quires larger pension funds. Insurance P 
companies are already having difficulty in ‘sae reduced or enlarged sizes. 


investing policyholders’ premiums safely 


with a reasonable return. They have gone ° : » | MAKES UP TO FIVE 
far afield in the last two or three years in es , 4 
spas y 18” x 24” PRINTS 


purchasing properties of industry and leas- : 

ing them back for a period of years. As A MINUTE 
pension trust funds become more numer- 

ous and larger, a new field of investment 
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opens up. Perhaps the remedy will be to in i | For ony business requiring a daily production 
vest a major part of these funds in govern- } | of copies of charts, blueprints, payrolls, news 
ment securities. The danger here lies in the articles, advertisements, contracts, correspond- 
i ui ence, photos, etc., the new FOTO-FLO is ideal. 
. lt soon pays for itself in convenience, speed, 
financing with all of its accompanying : economical operation. Through its automatic 
evils timer and print transport mechanism, FOTO- 
Sixth: The increase in the number of the FLO insures uniform processing and sharp, 
legible prints. Manufacturers, banks, insurance 
companies, newspapers, department stores and 
‘ 4 ase re p , ; i 
will substantially increase future pension Write Dept. 50-74 government departments will find FOTO-FLO 
costs. In 1900, only about 4% of the pop- for descriptive folder the answer to fast, low-cost photocopies. Our 
ulation was over 65 years of age Today it showing what FOTO branch office experts will gladly survey your 
FLO con do for you. specific needs, 

















Copies anything written, 


encouragement of government deficit 
total population 65 years of age and older 


is about 714%, or 11 million people. In | 

1970, it is estimated to be 10%, or 17 

million people. The more persons over 65 H A Ke) | THE HALOID COMPANY 
who do net produce, the heavier the bur- ) D Benth OF 3 Beets vor 
den on the producers. It may be that older — mw RS Meggboeeptic ke 
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ON A 


Davidson 


FOLDING MACHINE 


That's because one girl with a Davidson can do 
the entire job... fold your monthly statements, 
form letters, advertising literature, bulletins, 
etc. at a fraction of the cost of manual folding. 

Any girl can easily operate a Davidson and 
do the work of from 10 to 20 girls. No over- 
time ... no upset office routine... no delayed 
mailings. It makes a variety of parallel folds 

.. handles light and heavy paper from 3” x 
3” to 10” x 14”. Sturdy, precision construction. 
And ... even though you use it but once a 
month it will quickly pay for itself. 

Write for our new “fact book” on folding 
costs. See how much you can save. 


DAVIDSON CORPORATION 
A SUBSIDIARY OF MERGENTHALER LINOTYPE COMPANY 
1040-46 West Adams Street, 
Chicago 7, Illinois 


A few of the folds produced 
on the Davidson 


Automatic continuous load 
feeder Load may be 
replenished without 
interrupting Operation 


Table model also available 


longer as a result of advancement in medi- 
cal science. However, the present life 
expectancy of men 65 years of age is now 
12 years, and 14 years for women. An 
annuity of $100 per month for a man 65 
years of age requires a capital sum of nearly 
$15,000. This sum, or its equivalent, must 
come from somewhere. It is the impression 
of union members that inasmuch as pen- 
sions provided by industry are free, there 
is nothing to worry about. This is far from 
the truth. Nothing of value in this world is 
free. 

Despite the pessimistic outlook for the 
future, I believe American enterprise and 
skillful business leadership will meet the 
challenge and successfully solve these 
problems as they arise. 


Upper Incomes’ Share 
in Total Income Falls 


The shares of upper income groups in 
total income declined substantially in the 
United States from 1939 to 1944 or 1945, 
and by 1948 had recovered little, Dr. Si- 
mon Kuznets of the research staff of the 
National Bureau of Economic Research re- 
ported recently. 

Dr. Kuznets, who is Professor of 
Economics at the University of Penn- 
sylvania and past president of the Ameri- 
can Statistical Association, presents a 
summary of findings from extensive re- 
search in income distribution in a paper 
entitled “Shares of Upper Income 
Groups in Income and Savings,” issued 
by the National Bureau. 

The 1% of the population which is at 
the top of the income structure received 
13% of total income before taxes in 1939 
and only 9.5% in 1945, Dr. Kuznets 
finds. This sharp decline in the ine- 
quality of income was not due to changes 
in income taxes. 

From 1939 to 1945 the share of the 
5% of the population at the top of the 
income structure dropped from 28% to 
19.5%, and with allowance for capital 
gains and taxes it declined from 27% to 
17%, the economist says. 


Film on Banking Released 


The interesting and important story of 
commercial banking as it serves business, 
industry, and the general PR today has 


been graphically presented in a sound mo- 
tion picture, “Back of Every Promise,’ 
produced for the Continental Illinois Na- 
tional Bank and Trust Company of Chi- 
cago, by Wilding Picture Productions, 
Inc., also of Chicago. This picture, sup- 
plied in 16mm, with a screen time of 27 
minutes, was made as a public service by 
the sponsor, and loan copies of the film 
are available to interested groups on re- 
quest, 

For loan of copies, write to A. Gordon 
Bradt, Continental Illinois National Bank 
and Trust Company of Chicago, Chicago 
90, Illinois. 





What does the new Royal Electric 
offer men of management? 


The new Royal Electric offers management an ex- 
traordinarily efficient typewriter for every typing need 
from the front office to the typing pool. 

The letters of the president and chairman of the board 
have a beauty, sparkle, and evenness that are truly 
startling. Such letters do them credit. 

And in continuous typing jobs Royal Electric gives 
you speed, clarity, and economy. In heavy duty work it 
can supply as many as 20 clear carbon copies 

Under all circumstances the new Royal Electric lessens 
operator fatigue and tension, adds to morale 


Here’s important news! There is no time-consum- 
ing “change-over” problem with the Royal Electric 


OY, 


Made by the World’s Largest 
Manufacturer of Typewriters 


STANDARD ELECTRIC 


“Touch Control” and “Magic” are 
Royal Typewrner Company, Inc 


Operators are on familiar ground. The controls are in 


the same position as on Royal Standard Typewriters. 


Exclusive ““Touch Control” allows the operator to 
adjust the key tension to give her the touch she’s used to. 
“Magic” Margin permits instant, automatic margin 


setting. These are exclusive Royal Electric features! 


Let us show you how efficient the new Royal Electric 
can be in your office. Have your 


secretary send in the coupon 


SEND IN COUPON NOW! 
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Royal Typewriter Company, Inc., Dept. 00 
2 Park Avenue, New York 16, N.Y 
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‘Only National 
has all 4 
time-saving features 
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“Full Amount Keyboard /i//s in “Electric Typewriter Key- 
all ciphers automatically. ] board. /t’s faster, smooth- 
er, easier. I can type 
description whenever de- 


“Complete Visibility at “Changes Posting Jobs / 
all times. I see all my in Seconds. Saves time. I\ | 
postings ata glance, switch control bars in sec- \_| operate two or more keys at 
whether the carriage is onds—changing posting | \ once .. . amounts are visible 
open or closed. This jobs without moving from { before printing—all this saves sired. I get sharp, uniform 

time, reduces errors.” multiple copies, too.” 


Saves time.” my chair.” } 
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This NEW NATIONAL 31 also has many NEW AUTOMATIC FEATURES that cut costs. OVER 70 FUNCTIONS controlled 
automatically by arrangement of posting bars. SIMULTANEOUSLY ADDS and SUBTRACTS or transfers balances — 
into any combination of totals. ENOUGH TOTALS for your needs, FLUID-DRIVE CARRIAGE 


smoother. Handles all accounting jobs. Call the National office today! See how this unprece- 


dented combination of advantages will cut your accounting costs. 
NAL CASH REGISTER COMPANY Salional 


THE NATIO 
: a DAYTON 9, OHIO 


booed 


faster, 


si Fomine ¢ 











